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WASHINGTON, NOVEMBER 7, 1932 


MONDAY MORNING SESSION. OCTOBER 17, 1932 


Commissioners was called to order at the Baker Hotel, Dallas, Tex., at 
10:20 a. m., Monday, Oct. 17, 1932, President Charles D. Livingston, Com- 
missioner of Michigan, presiding. 

PRESIDENT LIVINGSTON: Gentlemen, will you be seated, please. The 
meeting. will be opened with an invocation by Bishop Harry T. Moore of this 
city. 

BISHOP MOORE: I wonder if I might just say, before I call you to prayer, 
gentlemen, that I don’t take it upon myself ‘to offer any particular prayer this 
day for your particuiar pursuit of life. Perhaps you don’t need it. I ask you, 
as citizens of a great country, citizens of a country in which God I believe is 
still the ideal, to join with me in just a moment in which we ask His blessing 
upon our country and upon our people and upon the workers of our country. 


Dear Lord and Father of us all, thou who holdest in thy hand the destinies 
of nations and of men and of families, we ask that thy grace and thy spirit 
may be present in the lives of those who conduct the affairs of this Nation. 
Regardless of pariy or prejudice, may they dedicate themselves to thy great 
law of fatherhood and brotherhood which will bring thy human family together 
in one common unity of service in thy common kingdom. And in the hearts 
of each one of us, whatever our place in life may be, may it be great or may it 
be small, may it be known or may it be unknown, may that same spirit rule 
and direct us in all our doings and further us with its continuous help, that in 
all the things begun, continued and ended in thee, we may glorify thy Holy 
Name. 


And finally, in ihe great day to come, in thy mercy and thy love, may we 
receive that blessing which thou givest to thy faithful people, this blessing upon 
us, this goodness to our country and to our people. We ask it for thy dear name- 
sake. Amen. 


PRESIDENT LIVINGSTON: The next on the program will be an address 
on behalf of the Governor of this State, Ross Sterling. 

COMMISSIONER W. A. TARVER (Texas): Mr. President, I have to advise 
that on account of official business, the Governor wired us his regret at his 
inability to be present. He had before indicated his desire to be here and we 
had expected that he would be here, but since our arrival he has notified us to 
the contrary. And, in his absence, the address of welcome for Texas will be 
given by our friend and fellow worker, our honored and beloved citizen, the 
General Chairman of our Committee on Arrangements for this Convention, 
the Hon. R. B. Cousins, former Chairman of the Board of Insurance Commis- 
sioners of the State of Texas, former member of this body, and at present still 
connected with and interested in the great business of insurance. Mr. Cousins. 
(Applause.) 


_ HE sixty-third annual meeting of the National Convention of Insurance 


Welcome Extended in Behalf of Governor 


MR. COUSINS: Mr. Chairman, Judge Tarver, ladies and gentlemen and 
visitors to the Convention: 

I can almost say that I am glad something prevented the Governor from 
being here, because it has given me this exquisite pleasure of performing this 
delightful function this morning of welcoming you, my dear friends, to Texas. 

It was only yesterday that it developed that Governor Sterling could not be 
here and the boys came to me and said, “You have got to take the Governor's 

lace.” 

° I said, “Yes? For how long?” 

So far as I know, this is the only time that I have ever acted for a governor 
and, so far as I know, it will be the last time that I shall ever act for a governor. 
But, in so far as I can speak officially and, certainly, in so far as I can speak 
for the insurance interests of Texas, we bid you a very pleasant welcome to 
this great State of ours. 

The people of this State, and the insurance people particularly, recognize the 
tremendous power that is bound up in the Insurance Commissioner’s office, 
and they honor you for the way in which you perform the delicate and at the 
same time the tremendous functions of your various offices. And Texas recog- 
nizes in the Insurance Commissioners’ Convention the most unique body of its 
sort in the world, wholly without counterpart, so far as I know, in all the 
realm of conventions—certainly a very unconventional convention. Acting with- 
out authority or without warrant or law, you are at once the most powerful 
and the most potent organization in this most powerful and most potent 
business of ours. And so we welcome you, as this unique institution, to Texas. 
Texas ‘regards itself as unique and thereiore it is entirely proper and appropriate 
that you be welcomed into this unique State of ours, the biggest State in the 
Union, as you haye very frequently heard, and big in a good many more ways 
than one. 

You recall, of course, that geographically we stretch halfway from the Gulf 
to Canada, and we stretch one-third of the way across the United States at the 
bottom, and in it there are all sorts and all possible conditions of geography, of 
climate, of soil, of wealth, of ambitions, of traditions, and of people—a cosmo- 
politan group of people in a cosmopolitan setting. And so, as you come from 
all sections of the country and all conditions of people and all conditions of 
climate, we hope that you will find a congenial atmosphere in which to enjoy 
yourselves and conduct your deliberations here in this great State of ours. 

And Texas is not without its place in the insurance world, if you please. 
Ray Armstrong of the Aetna once said of himself that he came from the “Des 
Moines of the East.” We feel that he might have said with as great appropriate- 
ness that he came from the “Texas of the East.” Texas is one of the biggest 
insurance States in the Union. I haven't had time since this honor was thrust 
upen me to make exact comparisons but may I say to you this thing, which 
may surprise you, that Texas has more life insurance companies doing business 
on a legal reserve basis under domestic charters than any other State in the 
Union; and, still more surprising, probably, to you, is the fact that, in spite of 
laws which are not entirely satisfactory to some of our good friends from other 
sections, Texas has more foreign life insurance companies doing business within 
its borders than any other State in the Union. 

So that you, when you come into Texas, need not find a foreign atmosphere 
here. . 

We might go on at considerable length discussing the things that are unique 
in this State, but Texas has heretofore had and apparently now is going to 
have again an animal that is not in captivity any other place in the world and 
that is a governor's husband. Queens have had husbands but you never heard 
of any other place in the world with a governor having a husband. So we are 
unique and, into this unique atmosphere, that stretches this tremendous ex- 
panse from one side of the State to the other, we welcome you with open arms 
and with open hearts. We bid you make yourselves as much at home as_if 
you were at home. The latchstring is on the outside and if there is anything 
that we can do truly to show you that we cordially and sincerely are fond of 
you and that we are glad you are here, please be enough-at home to tell us 
wherein we are lacking. 

We want you to feel that you are having a good time, with good people, in 
a good country, and that implies ail of the possible hospitality that there is. 
Texas’ traditional hospitality is such that irom the earliest days you will re- 
call we have entertained strangers within our gates without even asking where 
they came from. In fact, that was somewhat of a discourtesy at one time. 
We want to know yot' somewhat better than that; we probably will ask you 


where you came from, but don’t hesitate to tell us it is none of our business if 
that is the way you feel about it. 

Anyway, be happy with us, enjoy yourselves and tell us what we can do for 
you; and be sure that you feel when you leave that you would like to come 
back again, for that is the way we feel about it. (Applause.) 

PRESIDENT LIVINGSTON: We appreciate this welcome from the Governor 
of the State, but I don’t suppose we will come quite in contact so much with 
the Governor as we will with the city officials. We are meeting in one of the 
finest cities in America, one of the most progressive, and we have the great 
honor of having with us the Mayor of this city this morning, Mayor Charles E. 
Turner, who will address us and give us an address of welcome from the City 
of Dallas. Mayor Turner. (Applause.) 


Mayor’s Address of Welcome 


MAYOR TURNER: I thank your President, Mr. Livingston, for his introduc- 
tory remarks and for your kind permission, which gives me a place on your 
program on this, the 63rd anniversary of your splendid organization. 

The people of Dallas have entertained many conventions of various kinds 
throughout the year but we think that this is one of the most important con- 
ventions which we have and which we will entertain during the year. 

Especially do we of the city, that is, the official family of the city, consider 
this significant to us, because in the letting of our contracts, which at this 
time run into multiplied thousands of dollars by reason of a bond issue of 
some $23,000,000 odd which has recently been voted for improvements in our 
city, it is necessary that the construction work and other agencies which have 
to do with expenditure and development of this plan have this money and that 
the plan be properly safeguarded by adequate bonding agencies, and it is 
to you people that we express our thanks for the wonderful service which you 
are rendering, not only to those people who use those services but particularly 
from the city. 

I bring to you from the official family and the people of Dallas our greetings 
and our welcome. We hope that your visit will be both pleasant and profit- 
able. We invite you to visit our institutions, our enterprises and establishments, 
and especially do we invite your attention to the State Fair of Texas, which is 
not only a Dallas institution but also one of the State. You will find these 
agencies in the hands of a hospitable and kindly people, who will be glad to 
make your acquaintance and to render to you such service as you may re- 
quire. And, at the conclusion of your Convention, we hope that you may carry 
home with you happy thoughts of this occasion. I thank you. (Applause.) 

PRESIDENT LIVINGSTON: Judge Tarver will now introduce some members 
of the Convention who will reply to the addresses of welcome that have been 
given. Judge Tarver. 

COMMISSIONER TARVER: Mr. President, ladies and gentlemen of the Con- 
vention: We are living in a day of changing custcms. I am one of those who 
believe that it is well that we have customs. Belonging, as I do, to a pro- 
fession that has perhaps paid higher tribute to custom, naturally, I would feel 
somewhat that way about it. But, nevertheless, I am one df those also who 
believe that the best way to deal with custom is to hold on to that which is 
good, looking ever for something that is better. It has been the custom, I be- 
lieve, Mr. President, in this Convention, to have the First Vice President of 
the organization respond to the addresses of welcome, and I think that is a 
time-honored custom and one that we should be loath to give up. . But cir- 
cumstances alter cases and so, since we have the honor of having the Con- 
vention meet in the City of Dallas, from whose Mayor we have just heard these 
cordial words, and in the Lone Star State, which has been my home now for 
more than 30 years, I think it well to depart a bit from our Custom and, in 
keeping with the prayer of the morning—so appropriate, if I may be per- 
mitted to say so, Bishop Moore, coming together, as we do, from all sections 
of our common country and our beloved land—I will have the privilege of 
presenting representatives from the different sections of our country, who will, 
in short addresses, respond to these addresses of welcome. 

First, I shall have the honor of presenting our neighbor and our friend, the 
Secretary of our Convention, who has said that he was glad that I asked him 
to make the first response because he would set a happy example of brevity, 
the Hon. Jess G. Read, former President of our Convention and our present 
efficient Secretary, Commissioner of Insurance of the State of Oklahoma. (Ap- 
plause.) 


Responses to Addresses of Welcome 


SECRETARY READ: Mr. President, Judge Tarver, as a neighbor from the 
North, I am happy to respond to the glad words of welcome extended by Gov- 
ernor Sterling through his messenger, Mr. Cousins, and by Mayor Turner of 
Dallas. 

Oklahoma and Texas have many things in common besides toll bridges. 
(Laughter.) Texas has contributed much to our State. They gave us our 
United States Senator, Tom Gore, for which we are profoundly thankful. They 
sent us “Alfalfa Bill.” 

In response to these very glad words of welcome, may I say that.we are again 
glad to come back to Texas. Those who attended the meeting at San Antonio 
in 1925 remember the very hospitable manner in which we were entertaind, 
but, speaking of this Texas hospitality, I didn’t see any of it in the football game 
out there on Saturday. I thought it was hostility cut there instead of hospital- 
ity. They beat my team. 

But we are mighty happy to be here. I know something of the work of this 
Committee from Texas. I met with them two times down here and they worked, 
they have applied every energy and they have done a noble job and, when we all 
leave, we will have had a good time and we will have been pleased to again 
have been in the Lone Star State. Thank you. (Applause.) 

COMMISSIONER TARVER: We are happy to have this word from Oklahoma 
and we are glad to have had the Oklahoma University’s football team in Texas, 
although they shall not return with our scalp swinging at their belts. 

One of the happiest events of my connection with the Convention was the 
delightful visit, the first visit that I had the privilege of making, to that his- 
toric section of our country where the cradle of American liberty and Ameri- 
can foundations was pretty well rocked, along with the Atlantic seaboard a 
little bit further down—New England. We are delighted this morning to have 
the Commissioner of Connecticut, one of the senior members of the organiza- 
tion in point of service, one of the youngest in spirit and buoyancy, one of the 
best balanced and best poised in so far as information and knowledge goes, the 
Hon, Howard P. Dunham, who will bring us a word of greeting, in response to 
these addresses of welcome, from the New England section of our country. 
(Applause.) 

COMMISSIONER DUNHAM (Connecticut): Well, Mr. President, I am de- 
lighted to note from the speech of Jess Read that the war between Oklahoma 
and Texas has finally been decided. It certainly was a wonderful thing for me 
to see that committee from Texas have the nerve to come up to Oklahoma and 
get off the train in that great State of Oklahoma to give their welcome to Texas 
in that warring State. 

I have had some experience in Texas and, having gone through the oratory 
of Pat Neff and Jim Ferguson at our last meeting, I knew that I would have 
at least some handicap in my speech here this morning. I expected that up on 
that: platform to the right of you would be Governor Sterling and on the left 
of you, “Ma” Ferguson, and I am rather disappointed, bécause I thought that 
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Jack Garner might grace the platform, but apparently he has other business 
this morning. 

But it is a wonderful thing for a New Englander, where everybody is cold 
and reserved and conservative, to come out to the wild and woolly West, where 
everybody gives you such a hearty welcome. We in New England are apprecia- 
tive of this fine reception that you have given us here in Dallas. We have fur- 
ther things in store at Houston and Galveston, but the spirit of Texas has met 
us. We are honored and we thank you very kindly for these wonderful words 
and these wonderful acts of reception to this Convention. (Applause.) 

COMMISSIONER TARVER: To the greetings from New England, may I 
say, as an explanation of the abserice of Texas Jack, that we have an idea in 
Texas that, even to a New Englander, Texas Jack knows his okra when it 
comes to talking figures, and he had to be up in New York the other night to 
make responses to addresses, not exactly of welcome, from “Cal” and the 
President of the United States, delivered at Des Moines. 

COMMISSIONER DUNHAM: We are going to see the figures tonight, aren’t 
we? 

COMMISSIONER TARVER: Yes. 

A section of the country that has played a prominent part in the develop- 
ment of its commerce and its industry as it has expanded both East and West 
from the great Father of Waters, the great Mississippi Valley section, will re- 
spond in a word of greeting by the Commissioner of Iowa, the Hon. E. W. 
Clark. ‘(Applause.) 


Changes Noted in Thirty Years 


COMMISSIONER CLARK (Iowa): Mr. President, Judge Tarver, it was in 
1902 that it was my privilege to attend a little meeting here on business in 
Dallas and from that time, 30 years has gone by and I find myself again here 
in your beautiful city. Everything is changed. At that time there were a few 
two-story buildings, or perhaps 3-story, with canopies out over the street, 
and now they have given way to these beautiful skyscrapers extending up 
toward the heavens. You have beautiful boulevards, areas ef wonderful homes, 
you have your airports, your radio stations, and I think that everything, al- 
most, has changed since we were here—with the exception of one thing, and I 
see that the hospitality that was yours in 1902 is still yours in 1932. 

It has been a great pleasure, I assure you, for me to come back to Texas. 
I have been as far as Oklahoma but I have never gotten down here into Texas 
since 1902, and I know that we will carry back with us to our homes in the 
various States, happy memories of the Convention here in your fair State. We 
are glad to become acquainted with your progressive citizens, and especially 
with your beautiful ladies, some of whom we have already seen, and I under- 
stand we will see a little more of them tonight. (Laughter.) 

COMMISSIONER TARVER: We have heard from New England and from the 
great Mississippi Valley section of our country and from the new Southwest. 
The greetings would be wholly incomplete without a note from the old South 
and it will be brought by the Hon. A. D. DuLaney, the Commissioner of In- 
surance from the State of Arkansas. (Applause.) 

COMMISSIONER DuLANEY (Arkansas): Mr. President, Judge Tarver, and 
gentlemen of the Convention: 

You know, they have a peculiar way of doing things down here in Texas. 
There may be a reason for that which you gentlemen don’t all understand. 
Texas claims that the United States was carved out of Texas. Now, the truth 
of the matter is, it is just the Southwest corner of Arkansas, that is all. 
(Laughter.) 

Someone a few seconds ago passed back by where I was sitting back there 
with Josh Shepherd and Jim Ferguson and some other fellows from Arkansas 
and said to me, “Judge Tarver said for you to come up there and sit down by 
him.” I did so. Considering physique, I couldn't very well refuse. This is what 
he has handed me. Texas doesn’t only welcome you but after it gets you here, 
it tells you what to do. Therefore, I suggest you beware. 

We are glad to be over here in Texas with you. My home iis just across the 
Red River over there and, you know, like Oklahoma, Arkansas grabs a Texan 
every time we catch one over there. You know, we have lost too many cattle 
that have been driven across the Red River. (Laughter.) Nobody from Texas 
ever comes to Arkansas. If they do, if he is a pretty good fellow, we keep him 
over there; if he isn’t, we just send him on to Connecticut. So we are glad to 
be over here with you. 

Not to refer to Connecticut too much, but I wrote the Commissioner who 
misrepresents that State a few days ago that if he would come on down here, 
we would give him a bathtub larger than the one he had in Toronto. We are 
going to take him down to the Gulf and give him a bath. 

I can’t keep from welcoming the Commissioners, Judge, since we are just 
sister States here, a little bit. We are glad to have those of you who do not 
live in the new South and who did not live in the old South, we are glad to 
have you down here. It is said that when a fellow comes over from Texas into 
Arkansas, we tend to him. I will say to you, Commissioner Read, that Texas 
sent a football team over to Little Rock on Saturday and we just trimmed them 
with the Arkansas Razorbacks, 14 to 6. We'll do it the next time you come over 
there, Judge, unless you send that boy of yours along, who is about as large as 
you are. 

Gentlemen, we are glad to be over in Texas. We thank you for the hearty 
welcome. We are glad to have all of you gentlemen in the South. Some of 
you came very near referring to politics in your speeches just now. I won’t 
make that reference, of course, but I did tell a man from Michigan this morning 
that this country was going to be Democratic anyhow, that we had it fixed so 
we were going to make it Democratic; that when we carved Texas out of Ar- 
kansas, we wrote it into the Articles of Admission of the State that we could 
make five States out of Texas any time we wanted to; so we are just fixing to 
make the United States Senate_and the House of Representatives Democratic, 
because all in the world we have to do is just to carve this thing up down here 
into five parts and make five States and we will have eight more Democratic 
Senators. Therefore, I suggest that you beware of Texas while you are down 
here. They have this thing fixed down here so they can do most anything they 
want to. But it will be a good thing, whatever they do to us, and I am glad to 
be here. (Applause.) 

COMMISSIONER TARVER: I am sure you have enjoyed this refreshing note 
ro Arkansas. 

Reference was made to the gentleman who misrepresents the State of Con- 
necticut. I wondered about that and I suppose that what his brother from 
Arkansas had reference to was the fact that, you know, once in a very long 
time, I think it has happened only twice in Maine, the Democrats get a chance 
at the trough. It may be a little bit more frequent in Connecticut and, strange 
as it may seem, notwithstanding the State of Connecticut elected a Democratic 
Governor two years ago, that new Governor, in looking around for material to 
supervise the insurance business of the State of Connecticut, could do no better 
than to re-name the gentleman fram Connecticut who wears the habiliments of 
the Grand Old Party. (Applause.) 4 

When we speak of insurance in America, I think almost inevitably our minds 
turn to the great Empire State of New York, where much that is strongest and 
most wholesome and most far-reaching for the business has been done, and we 
shall now have a word of greeting from the distinguished and able and zealous 
Superintendent of Insurance of the State.of New York, our friend and brother 
beloved, Commissioner Van Schaick of New York. (Applause.) 


Response of New York Superintendent 


SUPERINTENDENT VAN SCHAICK (New York): Mr. President, Judge 
Tarver, ladies and gentlemen of the Convention: 

When I, as a member of the Executive Committee, sat with the others and 
received the invitation, the cordial invitation, of Judge Tarver to come to Dallas 
for the Convention, to Dallas and to Galveston, I was very glad to second the 
suggestion. I did not say at the time, however, that it was entirely due to the 
warmth of the invitation. There was a little selfishness in the matter, because 


I had never been to Texas and I wanted the opportunity to come. This morn- _ 


ing, as I raised the curtain of my sleeping car berth and saw for the first time 
something that I knew was the plains of the great Southwest empire, it was 
to me the thrill of a lifetime, because it was something that I had hoped to see 
for many, many years. 

I am delighted that I have the opportunity to head the New York delegation 
here and, on behalf of the New York delegation, I want to express our keen 
appreciation of the.welcome which you haye extended. .I must say, in making 
this. response for New York, that New York is in a little different condition 
than at least three of the Commissioners who have just spoken. New York 
has not, within my memory, lost any cattle: to Texas, as was referred to by the 
Commissioner from Arkansas. New York has lost. no football game this year 
that I know of. And New York hasn't lost political hope, such as the Com- 
missioner from Connecticut. On behalf of Governor Roosevelt of the State of 
New York, may I also say, Judge Tarver, that he wishes me to express to you 
and to the Convention his very deep regret at being unable to accept your 
invitation to him personally to be present on this occasion 

We are all very glad to be here and are looking forward with keen enjoyment 
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to our four or five days in the State of Texas. (Applause.) 

COMMISSIONER TARVER: Thank you. I am sure we are all delighted to 
have New York represented and to have these words from the Commissioner, 
and particularly happy also to receive the gracious message from the Governor 
of that great State. We are deeply regretful that he was unable to be our 
guest on this occasion. 

Although in a different land, we nevertheless are in a common country. One 
of the most delightful experiences that this Convention, the oldest, as I under- 
stand, voluntary organization of public officials on the North American Con- 
tinent—one of the most delightful experiences we ever had was the visit we 
had the pleasure of making two or three years ago to Toronto, where, as I said, 
living under a different flag, they breathe, nevertheless, the same atmosphere 
of a broad, deep spirit of North American liberty; and we wish this morning 
to have a word of greeting from that great section of the North American Con- 
tinent, which is honored this morning by the presence of several of its distin- 
guished sons and, although I have not had the opportunity of talking with him 
personally about the matter, I am going to ask the Hon. Cecil Foster, one of 
the Superintendents of Insurance of the Dominion of Canada, to bring us a 
word of response to these addresses of welcome from our great sister to the 


North. The Hon. Cecil Foster of Canada. (Applause.) (R. Leighton Foster > 


was the one referred to.) 

SUPERINTENDENT FOSTER (Ontario): Mr. President, Bishop Moore, 
members of the National Convention: 

When our host, Judge Tarver, introduced me as the Hon. Cecil Foster, I was 
very glad that he looked at me, because although my name is Foster, we have 
with us Mr. Cecil Moore of Toronto, President of the Canadian Life Insurance 
Association. I am, as Judge Tarver knows very, very well, Leighton Foster, and 
Cecil Moore is also here. 

It is a very great privilege, Mr. President, to once again exercise my franchise 
as an honorary member of your Conven@on and, on behalf of the five Canadian 
sons, to respond to the addresses of welcome which we have heard this morning. 
I have with me on this occasion the Insurance Commissioner of the Province of 
Quebec, Mr. B. A. Dugal, and the chief executive officers of three of our Cana- 
dian life insurance companies which do business in the United States. 

Ever since the International Commissioners’ meeting in Toronto in 1929, I 
have looked forward to visiting Judge Tarver, because, host as I was on that 
occasion, for some reason or other I felt the party was complete when Com- 
missioner Tarver, attending, so far as I know, his first Convention, walked into 
the lobby of the Royal York Hotel, standing 6 feet 3 inches or 6 feet 4 inches. 
and said, “I am from Texas.” I have looked forward ever since to coming back 
and visiting you, sir, in your own home State. 


International Relations Promoted ; 


The relations which have existed between the United States and Canada for 
more than a century now are unique throughout the world, and I think this 
fraternity which has developed in our insurance business is at least partially 
responsible for that very close relationship. International misunderstandings 
can not develop where there are frequent close and intimate contacts, such as 
exist probably to a unique degree in the institution of insurance. Our banks are 
national in their operations, apart from branch offices. Our trust companies 
in Canada do not do business in the United States. The American trust com- 
panies do not do business in Canada. If you will think of any branch of 
industry or commerce and finance, I do not think you will find that any branch 
of those great businesses has the international aspect which characterizes the 
insurance business. 

I suppose that the greater part of our fire and casualty insurance in the 
Dominion of Canada is transacted by United States companies. On the other 
hand, our Canadian life insurance companies have a very large and increasing 
business in the United States. 

During the eight years or more that I have been Insurance Commissioner in 
Ontario, I know for a fact that at least one of the Canadian Commissioners 
has attended a meeting of this Convention at some time during each year, and 
I know that we have always been privileged to welcome Insurance Commis- 
sioners from this Convention attending our meeting. This year we were privi- 
leged to have the Superintendent of Insurance of New York, Mr. Van Schaick, 
and, I think almost dean of your Convention, the Hon. S. A. Olsness of North 
Dakota. And when Mr. Van Schaick and others came to Winnipeg, as they 
did in September, they brought with them old friends of this Convention in 
the persons of George Merigold, Henry North, and many others. So you sec 
there is something unique about this insurance business and something uniquc. 
I think, about the close international relationship that attains. 


Record of Canadian Companies 


We are proud to have so many United States insurance companies of all kinds 
doing business in Canada. I know you welcome our Canadian companies in 
the United States. We feel proud, particularly in these days, at being able to 
say that no policyholder in a legal reserve Canadian life insurance company 
has ever lost a cent, either at the maturity of the contract or at any time during 
the currency of the policy. (Applause.) We have our problems, as you have, 
but our banks and our life insurance companies have stood firm. They always 
have stood firm. We have never had a Canadian bank during this depression 
that ever had to close its doors and we have never in the history of Canadian 
life insurance ever had a company that had to close its doors. We are proud 
of that record. : 

Mr. President, I thank you very much for this opportunity to respond to the 
address of welcome on behalf of Canada. ‘(Applause.) 

COMMISSIONER TARVER: Notwithstanding that I may have gotten the 
names a bit confused, I am glad that Leighton knew whom I was talking about. 
And I am sure that every American citizen rejoices in the marvelous reciprocal 
understandings that prevail between these two great representatives of the 
English-speaking race on the North American Continent. 

We now have in our midst a Commissioner who perhaps in point of years as 
well as in point of service represents the seniors in this league. The greetings 
from the various sections ofthe country have been brought to us and this will 
be the conclusion of this portion of our program, by Commissioner Fishback 
of the great State of Washington, coming, as he does, from the great Northwest 
section. Considering his long tenure of service, his splendid standing for honor 
and fairness, his deep, affectionate regard for his brethren of the Convention, 
and his fair attitude toward the companies, I am going to ask all of you to 
stand just as a bit of testimonial to our love and esteem for Commissioner 
Fishback of Washington, who will conclude this portion of our program. (Ap- 
plause as all stand.) 

COMMISSIONER FISHBACK ‘Washington): Mr. President, Judge Tarver. I 
can hardly speak, I feel so deeply this expression of not only my fellow members 
of the National Convention of Insurance Commissioners but of everyone in this 
room. 

I appreciate very much the welcome which we received on behalf of your 
Governor from one with whom it was my privilege to sit some years back as a 
fellow member of the National Convention of Insurance Commissioners; and I 
appreciate very much, Mr. Mayor, the words with which you have welcomed 
our Convention. No one knows what a privilege, what a pleasure, it has been 
for me to meet with you from time to time in this Convention. It was not my 
privilege to meet for some years with the Convention and there were reasons 
why it didn’t seem advisable at that time, but our Department was represented 
by my very able assistant, Mr. Rummens, who went into the office with me the 
day that I took office—a gentleman of ability, a gentleman of fine character, 
one with whom I have been associated now for practically 20 years; the 13th 
day of January, I think it is, will round out the 20 years; and in all that time 
I want to say that the first unpleasant word is yet to be spoken by either one 
of us to the other. 

In the year 1923, when we held our Convention at Pinehurst, N. C., on my 
return trip I passed through your great State of Texas, but I don’t recall that 
I knew personally a single man in the State at that time and, as a consequence, 
I simply passed through on the Southern Pacific on my way from New Orleans 
to Los Angeles. You don’t know what a privilege I'feel it to be here with you at 
this time. I have traveled a long ways, I guess:‘more miles to come here than 
any other Commissioner present, and I have a long trip back, but, gentlemen, 
I feel that we have problems for the solution of which we are responsible, not 
only to our own constituents but to the constituents of our whole country, and 
not only to the constituents of our country but to the constituents of our sister 
Dominion of Canada on the North—problems which must be solved betwecn 
now and the first of January. 


Seriousness of Present Problems 
Gentlemen, these are serious problems, they are problems which affect each 
and every citizen, almost, in the whole United States, and it is incumbent upon 
us to act wisely, conservatively, and with the thought not only of what is for 
the. best interests of the country but what is going to be for the best interests 
of our fellow citizens, who, necessarily, are affected by what comes eut of this 
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Convention. It is not only one class of companies, although perhaps the life 
companies are the more important to be dealt with, but let the crash come 
anywhere, to any line of companies, and it can’t help but have its effect on 
every line of insurance. 


I come before you here today without any thought, I didn’t even know what 
I was going to say, but as I have listened to the other gentlemen and as I look 
around over my fellow men and as I think of the wonderful treatment that I 
have received from the folks at this Convention, the very warm love and affec- 
‘ion which Judge Tarver has shown to me and which I certainly feel for him, 
{ feel that it is one of the great privileges of my life to be permitted to be here 
with you all. It may not be my privilege to be with you again. We know not. 

Gentlemen, as you probably all know, I am before the people for the sixth 
time in the coming election for the people of my own State to say whether they 
desire me to continue in this office. You can probably judge how much I am 
worried about what the outcome will be. By being down here, I am not devoting 
my time to myself; I am trying to be faithful to the trust which has been placed 
in my hands to do what is possible for the people of the great State of Wash- 
ington, a State that is new, not so very prosperous, and yet a State which I 
believe does occupy an important place in the States of the Union. At least 
our people are just as much interested in matters pertaining to insurance as 
any other and I do not believe that there is any Commissioner who feels a 
greater responsibility, although there may be many and probably -are many 
who feel just as great an interest in their people as I do in ours. 

Genflemen, I.have digressed and I have taken more time than I intended to 
when I got on my feet, but. it is such a privilege to be here with you and to 
pour out. my heart to you and I-trust you will overlook the time I have taken 
and I trust that you will realize my sincerity in what I have had to say. Gen- 
tlemen, I thank you, one and all, for the attention which you have given me, 
not only on this occasion but through the 20 years which it has been my privi- 
lege to meet with you from time to time in this important body of the United 
States and Canada. (Applause as all stand.) 


Ani.ouncemenis by Committee Chairman 


PRESIDENT LIVINGSTON: Gentlemen, at this time there will be some 


announcements made by the Committee Chairman, Judge Tom L. McCullough. 
Mr. McCullough. 


MR. McCULLOUGH: Mr. Chairman and gentlemen of the Convention and 
guests: 


The local Committee on Arrangements is very happy this morning to see so 
many of you gathered here and I want to assure you in their behalf and in 
behalf of the entire insurance fraternity of Dallas and Texas that they are 
waiting and anxious to assist you in ryaking this Convention a pleasant and 
profitable.one. They have asked me to say to you this morning that they will 
be mingling with you about the lobbies, ready to give information or to direct 
you or to carry you anywhere you would like to go. 


I-have been requested to make a special announcement about the courtesy 
books that have been given you. You are requested to keep them with you, 
present them where you appear at these different places and functions, in order 
that we may’ have no embarrassment that you should be delayed anywhere. 


Another thing—,you will find among your coupons in this little book a coupon 
calling for taxi fare, and that is good for four and if you take four, one of 
those slips is sufficient to take care of that. We ask you and invite you to ride 
here and there freely over our city. 


Some others have asked a question as to the form of dress for this evening 
at the cabaret dinner. “Cabaret dinner” is but a brief description of the affair 
that is going to take place there but, for our Commissioners and guests gener- 
ally, and the local insurance people who will be there, there is no formality. 
You may wear your tuxedo or you may wear your conventional suit or anything 
to make yourself comfortable. There may be some there who may not wear 
the conventional garb, some of these young fellows who don’t know the differ- 
ence. 

I want to say finally that the members of the Committee will be in the halls 
and in this room, anxious to serve you, and we want you to attend all of the 
functions outlined on the program. I assure you they are not simply formal or 
perfunctory. The Committee hopes that you will enter into the spirit of the 
enjoyment of this occasion, because you have much work and we think, with 
your work, you should have some play. We ask you to play with us while yo 
are here and to have a good time. ? 

I have just been reminded to state to the ladies that the Reception Com- 
mittee for the ladies is on the mezzanine floor right now waiting for the ladies 
to go out to the bridge luncheon and the city ride. 

PRESIDENT LIVINGSTON: Thank you, Mr. McCullough. ‘ 

Gentlemen, in accordance with the custom of this Convention, I have pre- 
pared a very brief address to you. After that, we are to have two papers. We 
will get out easily by 12:30 and I particularly call your attention to the talks 
that are to be made by Commissioner Olsness and Commissioner Thompson. 


I would like to have every Commissioner and every insurance man listen to 
these talks. ma 


ddress of President Livingston 


It is with a feeling of gratification that the Insurance Commissioners look 
upon the year 1932. Last Fall it was with a great deal of apprehension that 
we looked forward to this year owing to the financial conditions prevailing in 
the United States and in the world. There was very slight improvement until 
early Spring when we all began to feel confident that the worst was over, then 
followed the action of Congress and the President, in the way of the Recon- 
struction Finance Corporation, and we all felt easier. We were then confident 
it was only a question of time until the country would recaver from one of its 
worst depressions. 

During the months of apprehension the outstanding characteristic was the 
supreme confidence that the people of the United States had in its insurance 
companies. While competition started ugly rumors about all companies, the 
people themselves were steadfast in their belief that no matter what disaster 
might come to other businesses the insurance business of the United States 
was sound. 

When times were prosperous and everything was moving along peacefully, 
it was very easy for Insurance Commissioners and insurance companies to 
become thoughtless in regard to cooperation. When adversity and troubles 
come, we are mindful that no one is a rock of Gibraltar, and we then need the 
help and advice of our fellow workers. I think we may all take a great deal of 
pride in the harmonious and cooperative manner in which Insurance Commis- 
sioners have worked together on the many serious problems that have arisen 
the past year. I am indeed pleased with tHe attitude of the members of this 
Convention and I wish to express to you my sincere thanks for the splendid 
cooperation that you have given to me and to each other. 

The insurance companies also have shown a spirit of cooperation that calls 
for commendation, and the insurance companies and the National Convention 
1ave never given each other greater consideration than during the past 12 
months. 

The agents of this country also have done their part in cooperating with the 
insurance companies and with the Commissioners of their respective States. 

This gives me an opportunity which I have long desired, and that is, to com- 
mend the insurance press of the United States and its able representatives. 
These men who give us the insurance news have shown in their news and 
‘ditorials the same conservative helpful cooperation in insurance problems. 
Chey have contributed much to the welfare of the insuring public of the United 
3tates and to the stability of our insurance structure. Gentlemen of the press, 
{ am proud of you and your keen discretion in placing before the insurance 
men of this country insurance news. 

I think this splendid spirit on the part of everyone has given us all a better 
understanding of the part we are playing in making insurance sound for the 
deople of the United States. 

I do not want anyone to assume from what I have said that our problems 
wre solved. We all have them at the present time and will have them for some 

ears. to come, but I am confident that with the sober judgment of everyone 
1aving to do with insurance, each problem will be solved in a sane and satis- 
-actory manner. 

No failure of a life insurance company which was well and honestly managed 
1as Occurred, although every company has felt the drain of cash surrender and 
oan values. I am old fashioned in my ideas of life insurance. I feel that the 
yurpose of life insurance is the protection of lives, and while cash surrender 
‘nd loan values may be entirely desirable in good times, it is unfair and unwise 
o place life insurance companies in the same position that banks are in during 

imes like these. 

Extended insurance and paid-up insurance are provisions that are desirable, 
oth for the company and the assured, but I think we all should give serious 
cudy to the problem of cash surrender and loan values. Possibly they should 
ot be discontinued entirely but it seems to me that the companies might well 
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be given an opportunity of meeting such demands over a period of time, as 
annuities are paid. 

It should be the object of everyone interested in life insurance to make one 
thing certain, and that is, when an assured dies that the beneficiary should 
receive the face value of the policy. There should be no question as to that, 
and any provision or provisions in a policy contract which jeopardize that end 
should be eliminated. Competitive features in the sale of life insurance policies 
should not place the whole structure in a position where there can be any doubt 
as to the protection of lives. 

Insurance companies of all classes are cooperating in associations with a view 
of reducing expenses. 

The fire insurance companies have formed the Insurance Executives Associa- 
tion which has for its object uniformity, the elimination of unnecessary expenses 
and nation-wide practices in underwriting. This is a step forward and is bound 
to result in savings that will eventually be passed on to the insurance buyers. 

The surety and casualty companies are active in organization work with a 
view of eliminating the disastrous competition in acquiring business which has 
affected those classes so adversely and which is striking at their very solvency. 


Gratifying Indications of Improvement 

These indications of improvement are gratifying to insurance supervising 
Officials and ought to produce increasing solvency to every company that is 
working singly or in associations to reduce operating expenses. However, there 
should be no economies so drastic that inefficiency in underwriting will produce 
a greater loss ratio. ~ 

Insurance companies of all classes should know the cost of carrying a risk on 
its books, and any company believing that it can underwrite businéss belgw the 
rate that insurance experience has shown should feel themselves on dangerous 
ground, and the Commissioners likewise should watch such companies, because 
a company which indulges in such practice is on the road to insolvency. Also, 
those companies that are collecting adequate rates in States where they are 
compelled to do so by law should not be permitted to go into other States where 
there are no such laws and write insurance below cost. It is unsound and 
unfair. : - 

President Read gave a splendid address'to the Convention at Portland, Oreg., 
last year, and I suggest that a re-reading of this message would be beneficial 
to every Commissioner. 

Every Insurance Commissioner is interested in the solvency of the companies 
of his State and the companies of other States operating therein. It is the 
primary duty of évery Commissioner to see that the companies maintain their 
financial position and are at all times able to carry out the provisions of their 
policy contract. 

We have work to do next year that is equally important with the last, and it 
behooves everyone of us to do our very best in cooperating with each other so 
we may continue the satisfactory record that we have established in the year 
of 1932. ‘Applause.) 

PRESIDENT LIVINGSTON: The Secretary’s Report will be given tomorrow 
at the morning session. . 

I now take great pleasure in introducing Hon. S. A. Olsness, Insurance Com- 
missioner of North Dakota, who will speak on “The Evil of Interlocking Invest- 
ments and Directorates of Stock Life Insurance Companies, and the Remedy.” 
Commissioner Olsness. (Applause.) 

COMMISSIONER OLSNESS (North Dakota): Mr. Chairman, Mr. Secretary, 
ladies and gentlemen of the Convention: 

I feel somewhat timid in appearing before a great audience like this, having 
been brought up and reared as a farmer, without any particular training. It 
is a peculiar coincidence that the first time I delivered a paper before this 
august body was the first year I was Commissioner, in 1917, and since that 
time I have never appeared on the program in any manner whatsoever; and 
this will probably be the last time that I will endeavor to give you a paper. 

I came a long ways, as you know, from North Dakota, traveling all alone until 
I struck St. Louis, Mo. There I had the good fortune of meeting our great host 
and fine colleague, Commissioner Thompson, At once I was imbued with the 
spirit of St. Louis. You know of the Lone Eagle who started out on that 
memorable flight.in the “Spirit of St. Louis.” 

I came on the train down here into the Lone Star State and, after the 
spirit of St. Louis, landing among Texans, which I understand means friends, 
I should say, like an old German farmer in my neighborhood at home, when 
he was offered the second bottle of beer, he said, “No thank you, mine friend. 
When I feel goot, I don’t want to feel any better.” (Laughter.) 


Interlocking Investments and Directorates 

So, with these few extemporaneous remarks, I am going to proceed right to 
the work of reading my address to you. This subject has a little bit of a his- 
tory. In 1930, I believe, at the December meeting in New York, it was realized 
and recognized by the Convention at that time that we had a great problem in 
these interlocking investments and directorates. At that time, a resolution was 
passed giving the President the power to name a committee of five, I believe, 
of which I happen to be one, When Commissioner Livingston asked me to 
give a paper on this subject, I thought it was very much out of place, because 
of all the Commissioners throughout the United States, we in North Dakota are 
perhaps in less contact with these problems than any of the others. 

I felt very much my lack of ability so, naturally, I resorted to the help of an 
actuary-examiner, one of the outstanding Western accountants, and asked him 
to assist me, which he very gracefully did, and it is through his courtesy and 
help that I have been able to gather some of these things that I am going to 
offer you. 

By appointment of our Honorable President a committee was named to make 
an inquiry into the question of holding companies and interlocking stock con- 
trol of insurance companies, to point out the dangers if any in this sort of 
control and to suggest remedies for such dangers if they were found to exist. 

Having been honored by being named to this Committee, I crave your indul- 
gence while I submit for your consideration a report on my findings and con- 
clusions in this matter. 

For convenience in discussing this problem I have divided the subject matter 
into two parts, fire and casualty insurance companies on the one hand and 
life insurance companies on the other. 

Interlocking and holding company control of fire and casualty insurance com- 
panies does not present as dangerous an aspect for the policyholders as do like 
conditions in a life insurance company for the reason that a policyholder can 
easily and quickly change his carrier without serious loss as his policy has no 
value except the unearned premium unless an unpaid loss is pending, therefore 
at the first signs of impending disaster to his carrier, he can run for cover. 

This is not true with the life insurance policyholder, as his policy if it has 
been in force for any length of time has a loan value, a cash surrender value 
or an extended insurance value which is either lost or greatly diminished by 


. surrender, and renewal of the coverage in another company is accompanied by 


a higher rate of premium on account of increased age and there is always the 
danger of rejection on account of physical impairment or other limitations which 
might have been incurred after the contestable period in his original policy 
has been passed. 

It is therefore the duty of every supervising State insurance department off 
cial to safeguard in every manner possible the life insurance investment of the 
men and women of our country. 


Objections in Fire and Casualty Field 

Touching just briefly on the fire and casualty insurance in so far as it Is 
affected by interlocking or holding company control let me point out the prin- 
cipal objections to the practice. 

This consists in what could probably be termed “legal deception,” where one 
company or group or holding company acquires control of another company 
engaged in a like business. The subordinated company perhaps has earned a 
good local reputation and after its acquirement by the new owners its policies 
continue to be issued in the old form under the old name and to all intents 
and purposes no change has occurred that can be discerned by the insuring 
public who go on placing their business in what they believe is a home company 
and giving to it the loyal and patriotic support that all good business men give 
to a home industry. F : 

Some day they awake however to the fact that what they thought was a 
home industry is nothing more or less than a general agency for some foreign 
corporation located hundreds or thousands of miles away and their patriotic 
and loyal support instead of having boosted or aided a local enterprise have 
merely assisted an organization that collected their premiums and those of 
their neighbors and sent the proceeds out of their trade territory. This dis- 
covery is nearly always accompanied by dissatisfaction, discontent and distrust, 
and in event of the failure of the company by charges of misrepresentation. 

This fault could easily be remedied by requiring all reinsured policies to have 
printed plainly across their face, the name of the company in which they are 
reinsured or in case of one company being owned and controlled by another 
company a statement to this effect should be contained in the heading of the 
policy contract. 

The other danger in the interlocking or holding company control of fire and 
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casualty companies is the ever present danger that where one company’s assets 
are invested in the stock of another company engaged in a similar business, 
the weakening or failure of one is bound to weaken the other and in the case 
of a calamity or conflagration the whole structure is bound to crumble. 

The remedy for this situation is legislation that will limit the investment of 
fire and casualty company assets in the stock of cther fire and casualty com- 
panies giving to those companies whose investments of this class might exceed 
the limitation imposed ample time to come within this limitation without undue 
loss through the disposal of their holdings. 


More Serious Aspects in Life Insurance 


As regards life insurance, however, the problem of interlocking or holding 
company control presents a much more serious aspect, as here we are dealing 
with trust funds and here we are dealing with a situation that is much more im- 
portant than a mere cold blooded business proposition. 


Millions of persons relying on the stability of our life insurance companies 
as emphasized by constant advertising and solicitation are induced to follow 
the advice of our leading statesmen and prominent citizens and entrust the 
future happiness and welfare of their loved ones in the promises of certain life 
insurance companies to carry out certain contracts after the disabality and/or 
death of the wage earner or head of the family. 


This is a sacred trust and upon its fulfillment depends the future welfare of 
millions of widows and orphans and other dependents, who may be left helpless 
by the death or disability of the husband or father or head of the family. 


The enly institution that stands between the policyholders who has made pro- 
vision for his dependents through life insurance and the company who has 
agreed to assume the responsibility for him, is the insurance department of 
the State in which the policyholder made his home. 

The responsibility of the insurance department in this respect is greater than 
that assumed by any other supervising authority in our State government be- 
cause the policyholder has passed from the scene, is no longer able to protect 
and defend his loved ones, and the duty of seeing that the company carries 
out its part of the contract devolves upon the insurance department. 

Supervising insurance department officials should therefore be always on the 
alert for anything that might in any way weaken the measure of protection or 
the ability to provide same that:the companies assume in their contracts with 
their policyholders. 

The reserve requirements for the protection of life insurance policyholders 
have caused to be assembled in the assets of our life insurance companies a 
stupendous total of wealth that is being added to trémendously day by day 
until without doubt the assets of life insurance companies held by them to cover 
their reserve liability represents the largest volume of money that is controlled 
by any one industry, business or profession in the world. 

It is this money when invested in bonds and mortgages that has built our 
roads, our schools, our court houses, and public buildings, that has financed our 
railroads, our light and water and power plants, and our industrial enterprises, 
besides financing the purchase of farms in the rural districts and homes in the 
urban districts. 

While every dollar of these billions is the property of the policyholders the 


companies administer this great fund in trust for them subject to State regula- 
tion. 


Details of Holding Company Control Cited 


Of late the eyes and minds of persons imbued more with a spirit of lust for 
power and wealth, rather than for service to humanity, seem to have become 
focused on the insurance field with its untold wealth of assets. 

The acquirement of control of life insurance companies by men of this char- 
acter with greed instead of service as their object is fraught with untold danger 
to the policyholders and their beneficiaries. 

Interlocking and holding company control enter the picture here because it 
is through these methods that the identity of the manipulators is hidden. 

A holding company acquires control of a majority of the stock of a life insur- 
ance company, pledges it for collateral to secure control of one or mose life in- 
surance companies, then using the holding company as a clearing house begins 
the switching of assets back and forth, with a commission clipped off here, a 
discount there and a fee some other place, all of which eventually land in the 
pockets of the manipulators to the detriment of the policyholders. 

Eventually a bank is acquired and then an investment company with control 
vested in the holding company, then begins the unloading of doubtful securities 
upon the life insurance companies in the group, the substitution of questionable 
securities for sound investments, and when a final show down or accounting is 
made either at the time of the impairment of the company or an examination 
by the department only a shell of the reserve assets required by law remains, the 
manipulators having switched, traded and appropriated to their own use every- 
thing that had a money value in the companies over which they had control. 

This is not an idle dream nor a rash statement because fresh in the minds of 
every listener is the history of several large crashes in the past few years, and 
still in the news columns of our daily papers are found reports of the entry or 
discharge from penitentiaries of men once prominent in the life insurance 
affairs of this Nation. 

So far no appreciable loss has been incurred by policyholders because other 
companies or groups have come to the rescue and salvaged enough from the 
wreckage to enable them to take over and carry on the obligations to the 
policyholders. 


Similar Results in Other Fields 


While I am dealing with interlocking directorates and holding companies as 
they relate to insurance, this evil extends also to other fields of human activities 
as well. Senator Norbeck of South Dakota is Chairman of the Senate Banking 
Commission, in which capacity he has made extensive investigations in con- 
nection with the practices of the Stock Exchange. In his speech “Senate’s 
Stock Exchange Inquiry” last May I find some statements so much apropos to 
our subject under discussion here that I can not refrain from quoting the fol- 
lowing: 

“A generation ago only a few stocks were listed on the market. Property 
was owned by individuals, not by corporations. Today the reverse is true. The 
average man or woman in the Eastern section of the United States now owns 
very little property, except as shares in some big corporation, or bonds on same, 
and these shares and bonds are being manipulated up and down to the great 
loss: of those who actually own same. I believe that owners of shares should 
be protected by law, the same as the owners of a home, a farm, or a town lot; 
they are not so protected now. If your property is in the form of stock or bond, 
a manipulation of the market may make you poor in a day, even though you are 
not a speculator. If the market practices had been more fair and the investor 
had been protected, there would not have been such a severe depression, there 
would not have been so much unemployment. But the manipulators are power- 
ful and they don’t intend. that anybody shall interfere with their game.” 

Speaking of the unprecedented concentration of wealth which flowed into 
Wall Street during the exchange craze in 1927, ’°28 and ’29 and the resulting 
crash, the Senator draws this gloomy picture: 

“The results, however, are severe. Families are destitute. Suicides are com- 
mon. Widows and orphans are the harvest. Should we stand idly by? It is 
admitted that more than 20,000,000 people, most of them heads of families, lost 
their savings when the boom burst in 1929. Just think of it—20,000,000 families 
in the United States were affected by these Jossés! That is only one-third of the 
population of this country escaped the direct effect, and they suffered in- 
directly.” 

What the Senator has said here applies with equal force to the ruination left 
in the wake of a collapsed insurance company. 

The following from an insurance journal illustrates graphically the alurement 
and the effect of gambling in stocks and securities as it affects assets of insur- 
ance companies: 

“One day this week a group of half a dozen prominent insurance executives 
were lunching at the Drug & Chemical Club. One of the number gleefully ob- 
served that the stock market advance had enriched its company by $75,000 that 
morning. This led to a rush to the stock ticker in the corner of the lounge, 
and some enthusiastic calculations. It developed that the increase since morn- 
ing in the market value of the investments of the companjes represented in 
the group totaled no less than $1,500,000. No wonder the, smiles at that par- 
ticular table lighted up the whole end of the room.” ' : 

The receiverships of the Inter-Southern Life Insurance Company of Louis- 
ville, Ky., and the Security Life Insurance Company of Chicago, Ill., are familiar, 
no doubt, to all Insurance Commissioners and therefore would appear to require 
no special comment. Without doubt such receiverships were the direct result of 
es arising from interlocking directorates and the consequent juggling 
of assets. 

These companies had a total of insurance in force amounting to $193,402,198 
on Dec. 31, 1931, which would indicate many policyholders were affected by such 
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receiverships. This is particularly true since moratoriums on loans and cash 
values have been effected in both cases. 

The fact that the laws of some States permit insurance companies to invest 
their surpluses in common stocks, no doubt“tends to further increase the evil. 


Professor Ripley’s Views Quoted 


William Z. Ripley, professor of political economy at Harvard University, in a 
recent article entitled “Public Utility Insecurity,” gives us another striking de- 
scription of the holding company evil thus: 

“Shift, shuffle and barter—borrowing from Peter to pay Paul—that is what 
comes next, when once a great family of interlocking.corporations is substituted 
for a simple set-up. A recent case before the Vermont Public Service Commis- 
sion, that of the Green Mountain Power Company, exemplifies this danger. This 
little operating concern proposed a bond issue, asking permission therefor; but 
upon examination it appeared that the entire proceeds were to be immediately 
diverted to another corporation which was in urgent need of funds. Similarly 
the Staten Island Edison Corporation tried to issue $8,500,000 of mortgage gold 
bonds for the benefit of a holding company higher up in the same group. 

“It is such monstrosities as these, reversing the meet relationship between 
finance companies and operating concerns, which turn the holding company 
into a vampire to draw away iifeblood from the operating concerns upon which 
the public immediately depends for service at fair rates. 

“The second unfavorable tendency of public utility finance is undue com- 
plexity of financial set-up. It is bad enough that a nest of pAper corporate 
vermin should intercoil without let or hindrance of decency. But, to make a bad 
matter worse, some of these companies indulge in an elaboration of securities 
utterly without precedent. One of them has almost 30 different layers from the 
first mortgage bonds on the ground floor to stock purchase warrants in the attic. 
All sorts and conditions of preferred, prior preferred, and preference stocks, 
with all sorts of alphabetical labels as to the rate of interest or convertibility, 
and with every conceivable contingent priority, are heaped upon one another. 
The senses fail in depicting the consequent involvement.” 


Where is all this leading to and what can we do to preverit it is the paramount 
question before the Convention today. 


Recommendations to Curb the Practice 


. My opinion respectfully presented for your consideration is that this Conven- 
tion should go on record in the strongest terms possible, accompanied by all the 
publicity we can secure, in condemnation of any further acquirement of control 
of life insurance companies by holding companies or the control of one life 
insurance company by another, or the control of two or more life insurance 
companies by the same group of individuals. 

The reinsurance of one company’s business by another should not be inter- 
fered with if accomplished under proper State supervision. 


Investments in the siock of one life insurance company by another should be 
entirely prohibited and legislation should be enacted to accomplish this desired 
reform all of which will lead to the placing of the respgnsibility for the faithful 
administration of the policyholders’ trust funds and the fulfillment of the com- 
pany’s obligations under its contracts in the hands of certain individuals whose 
identity will be clearly established, thus frustrating all attempts to conceal the 
ownership of control stock to evade responsibility. 


Legislation should likewise be recommended that will absolutely prohibit the 
investment of any funds of a life insurance company in the stock of any bank 
or any investment company, and no bank or investment company should be 
permitted to hold, own or control more than 10 per cent of the stock of any 
life insurance company, and the ownership or control of a life insurance com- 
pany through interlocking directorates between the life insurance company and 
banks or investment companies, or through joint ownership through a holding 
company, having control of two or more of the institutions, should be covered 
by this prohibition. We should have for our ultimate goal a situation where 
each life insurance company would be standing on its own feet, free from all 
entangling alliances with outside interests, managed by officers whose adminis- 
tration of their duties would be in the interest of the policyholders whose funds 
they are handling, rather than the interest of certain stockholders whose pri- 
mary object is the manipulation of these funds to their own private benefit. 

Great care must be taken, however, in putting these reforms into effect, that 
the remedy does not do more harm than the disease. 

Readjustment of investments and control by companies already involved in 
holding company or interlocking control must be accomplished without loss to 
the policyholders and witHout undue publicity which would retard or handicap 
the growth of the company or make it the object of attack or suspicion by 
uninformed persons or malicious enemies. 

While prompt action is necessary to prevent any further spread of this evil, 
caution should be exercised and ample time allowed for all companies to come 
within the provisions of whatever regulatory legislation should be recommended 
or enacted. 

Insurance department officials should bear in mind that rash statements, 
hasty action and assumption of authority, not granted by law, on their part in 
dealing with problems of this kind ofttimes cause as much if not more harm 
than the evil they are complaining of or attempting to curb. 

Recent court decisions and criticisms of insurance department supervision by 
courts have tended to create a suspicion in the minds of some people that a 
spirit of unfairness is sometimes exhibited by insurance department officials in 
their dealings with the public and with certain insurance companies. 

The head of each insurance department in the country should resolve to con- 
duct his department in such a manner that no such suspicion or criticism can 
attach to any of his actions, and his decision in matters affecting the solvency 
of companies of the public welfare should be founded on absolute facts, and not 
on hearsay, prejudice or personal dislikes. 

I would like to read to you an extract from an article which was printed in 
a recent issue of the National Underwriter. 

“Best objects to interlocking stock ownerships: Addressing the International 
Association of Insurance Counsel, Alfred M. Best devoted the chief part of his 
address to fire and casualty problems, but had this to say regarding interlocking 
stock ownerships: 

“‘IT am especially opposed to the ownership by a life insurance company of 
stock of another life insurance company for three reasons: (1) Nonliquidity— 
there is no ready market, and where stock control of another company is held, 
its sale would disrupt the operating plans of the parent concern; (2) because 
there is room for large and entirely honest difference of opinion as to the value 
of such holdings, and this condition should not exist in respect to any asset of 
life insurance companies; and (3) because as a rule the current yield of life 
insurance stocks is too low to justify the investment.’” 

Therefore, I move, Mr. President, that a committee of five Commissioners be 
appointed by the President to compile a resolution embodying the recommenda- 
tions contained in the report, and report the same back for action by this Con- 
vention before the Convention adjourns. ‘(Applause.) 


Discussion by Missouri Superintendent 


PRESIDENT LIVINGSTON: This paper will now be discussed by the Hon. 
Joe B. Thompson, Superintendent of Insurance of Missouri. Commissioner 
Thompson. (Applause.) - 

SUPERINTENDENT THOMPSON (Missouri): Gentlemen of the Conven- 
tion: Our esteemed friend, the Commissioner of the State of North Dakota has 
rendered a real service to this Convention by his able discussion of this subject. 
His findings, based upon research and experience, afford a new impetus for all 
Commissioners to do everything within their power to curb these evil practices 
with which all of us are more or less familiar. 

Commissioner Olsness has pointed out that these evils are not so disastrous 
to holders of fire and casualty policies, since, as he expresses it, “They can run 
for cover” at the first sign of danger. But, what about the average insured who 
fails to see these danger signals and upon sustaining a heavy loss, finds the 
insurance company is unable to pay because possibly some holding company has 
just finished the milking process. Receiverships and liquidations of such com- 
panies always show that many proper loss claims can not be paid, or at best, 
they are settled for a few cents on the dollar of the amount of protection which 
the insured had paid fer, year by year. While these cases are few in proportion 
to the total number of policyholders in a company, the results are serious, fre- 
quently disastrous, to the unfortunate insured who failed to run for cover. 

Apparently, however, the most vicious depredations have been committed by 
holding companies and interlocking directorates in connection with life com- 
panies. The disease seems to have flourished, and its ravages have been, more 
devastating, in that field. I am not going to place a blanket indictment against 
all holding companies nor charge all of them with bad faith and bad practices. 

The general plan of a holding company looks simple and innocent. In itself 
it is not necessarjly vicious. It might operate along lines entirely proper and not 
inimical to the welfare of policyholders but it opens wide the door of temptation 
to the weak and unscrupulous. It points a short road to big profits. If the 
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directors of the holding company decide to take short cuts in order to make 
money quickly, they acquire some 6 per cent Arctic Region mortgages at bargain 
prices and trade them to their own insurance company at face value, relieving 
the insurance company at the same time of some of its low interest-bearing 
securities, such as Government bonds. The holding company directors seem to 
justify such a course in their own minds by the mere fact that they also own 
most of the stock of the insurance company, and naturally they would not cheat 
a company which they themselves own. The sequel to such a transaction would 
be for the holding company to sell the Government bonds for cash and declare 
a dividend, and for the insurance company to continue to hold the Arctic Region 
mortgages to the bitter frozen end. 


Juggling of Assets Described 


The foregoing holding company is a very simple affair. Commissioner Olsness 
has suggested a more nearly complete set-up with a holding company con- 
trolling a bank, an investment company and an insurance company. Such a 
set-up, if inclined, can really perform wonders. The investment company can 
sell securities to the insurance company and to the bank; the bank can resell 
some of the same securities to the insurance company, maybe at an advance in 
price; the insurance company usually carries an abnormally large cash deposit 
in the bank; business is good on all fronts. When the board of direotors for the 
holding company desire to trade assets as between the bank and the insurance 
company, or the investment company, the deal is easily and quickly put across 
as the same board serves all companies. Assets are bought, sold or juggled in 
a manner which would never be considered if the board of directors serving 
the insurance company was, as Commissioner Olsness has so well said, “stand- 
ing on its own feet” and, “free from all entangling alliances with outside in- 
terests.” 


When under examination it is possible for the bank and the insurance com- 
pany to switch securities, or even loan securities one to the other. 

To make the record look a bit better the bank or the investment company 
will sell securities to the insurance company under a repurchase Agreement. 
This has the fragrance of the flower but the sting of the bee. If the deal goes 
“sour” on the insurance company, will its officers bring suit against its directors 
or will the directors sue themselves to enforce the contract? When a loss is to 
be. taken in such deals the good old reliable insurance company is usually the 
goat. It can and it has absorbed an enormous amount of punishment. 

Commissioner Olsness mentions specifically the Inter-Southern Life Insurance 
Company of Louisville, and the Security Life Insurance Company of Chicago, 
and I fully concur in his conclusions that both these companies came to ruin 
because of the evils under discussion. 


Why is control so all-important to an investment company or to a holding 
company which buys stock in a life insurance company? What service can they 
render to the insurance company? Why will the holding company pay $60 per 
share for a block of stock sufficient to control when the same stock can be 
bought in lesser but substantial quantities on the open market for $5 to $15 per 
share? When a holding company or investment bank pays many times what 
the stock is really worth, merely to control the management and assets of an 
insurance company, is it not prima facie evidence the purchasers intend to so 
manage and so control such company and assets as to get their money back, 
either through a trap door or by using a suction pump? It is self-evident that 
ridiculous prices will not be paid for control unless that control in itself will 
enable the purchasers to take profits over and above the earnings. 

Frightful abuses have been perpetrated upon a few life insurance companies 
through the ingenious machinery of holding companies, interlocking directorates 
of allied companies and repurchase agreements. Drastic remedies will have to 
be resorted to in order to stamp them out. The best of legal talent is employed 
by them to keep barely within the law or evading its clutches. The insuring 
public has been wronged, cheated and defrauded. Other legitimately operated 
companies have suffered, more or less, by the resulting impairment of that 
implicit confidence which the public has had in old line legal reserve life insur- 
ance companies. 

Remedies must come through legislative enactments. Insurance departments 
can not possibly watch each and every transaction of each company, day by day. 
They can not, and should not, attempt to manage the affairs of companies 
under their supervision. 

Even in the face of definite information that assets are being traded between 
the insurance company and allied companies, to the detriment of the insurance 
company, the department may be powerless to prevent such transaction. The 
only safeguard which will prove effective will be definite and drastic legislation 
with severe penalties provided. 


Legislation Recommended 


I would suggest, therefore, the Committee which Mr. Olsness recommends be 
requested to draft appropriate bills to curb, control or prohibit transactions be- 
tween insurance tompanies and holding companies, investment companies, or 
other corporations closely affiliated by reason of stock ownership or interlock- 
ing directorates. The Committee can conduct some research work and consult 
good legal counsel in its efforts to prepare a rigid bill as a suggestion for those 
commissioners who may be in a position to present such proposed legislation 
to their respective general assemblies. In many States the legislature convenes 
early in January and it will, therefore, be very timely if the Committee to be 
appointed can complete its work and report back to this Convention at our 
December meeting. (Applause.) 

PRESIDENT LIVINGSTON: I wish to congratulate Commissioner Olsness and 
Commissioner Thompson on the very able and fearless papers that they have 
presented to us. 

Both papers-carry a recommendation for the appointment of a_committee. 
Are the members of this Conyention disposed to accept the recommendation of 
the two Commissioners who have read these papers? 

COMMISSIONER GARFIELD W. BROWN (Minnesota): Mr. President, in 
the motion as presented by Commissioner Olsness, I don’t think he exactly 
stated his intention, or at least I can’t believe that he intended or that Com- 
missioner Thompson would intend to tie the hands of this commitee, and yet 
it seems to me that the motion, as presented, does that very thing. Instead of 
appointing a committee to draft resolutions incorporating the recommendations 
of the two Commissioners, it seems to me a committee should be appointed to 
investigate the whole affair and bring back such a report as they see fit. In 
other words, Commissioner Olsness had several very definite recommendations 
for ‘legislation. It may be that some of us will agree with him on four or 
five out of his recommendations and differ with hirfi on the others; and yet if 
we appoint a committee to draft resolutions incorporating all of these recom- 
mendations, we have tied their hands absolutely. So I would favor simply the 
appointment of a committee to report back at the December meeting’ if possible, 
to consider the matters presented in these two papers. With that qualification, 
I would favor the adoption of the motion. 

PRESIDENT LIVINGSTON: Will you make a motion to that effect. 

COMMISSIONER BROWN (Minnesota): I think probably, unless Commis- 
seat am disagrees with me, he would be willing to modify his motion to 
that effect. 

PRESIDENT LIVINGSTON: Would you accept Commissioner Brown's recom- 
mendation of change? 

COMMISSIONER OLSNESS: It was my first thought that this committee 
so appointed should report back before the adjournment of this Convention, 
but I see the impracticability of that; there would be no research possible in 
that short a time. I fully agree with Commissioner Brown’s suggestion. 

PRESIDENT LIVINGSTON: Does the motion have support? 

COMMISSIONER BROWN (Minnesota): I second the motion. 

COMMISSIONER TARVER: Mr. Chairman, I want to call the attention of 
Commissioner Brown to the fact that we have in reality had this very committee 
now in existence for some two years and the regult of the deliberations of that 
committee are brought to us this morning largely in the papers which we have 
had presented to us by Commissioners Olsness and Thompson. I am therefore 
rather inclined to the view that in the creation of this committee, we should 
not further indefinitely postpone this matter, and I am sure that is not Com- 
missioner Brown's idea, but that, taking these two papers as the basis of their 
action, this committee shall bring to us rather the matured thought of the 
Convention upon this important matter which it has had under consideraion 
for two years and, out of these two papers, bring us a suggested program. 

PRESIDENT LIVINGSTON: And a recommendation of legislation. All those 
who are in favor of this motion— - 

COMMISSIONER TARVER: I take it that that is the understanding that 
Commissioner Brown had, 


Scope of Committee’s Functions 


COMMISSIONER BROWN (Minnesota): Well, Mr. President, it certainly was 
not my intention to postpone the matter at all but it was to leave the committee 
free to give fair consideration to the whole matter and adopt a proper report. 


I don’t think we ought to tie their hands. In other words, Mr. Chairman, if 
we are going to dictate to the committee as to the kind of a report that they 
are going to bring in, it means that we must spend several hours in discussing 
this matter and threshing it out now, rather than have the committee thresh 
it out. I believe in committees, operating as such, doing the investigating, call- 
ing in people and getting it in proper form, rather than to go at it half-cocked, 
as would be the case if we decided offhand that everything should be put into 
effect hight now. 


PRESIDENT LIVINGSTON: I think the two opinions are the same. 

COMMISSIONER TARVER: Except this, Commissioner, that I don’t quite 
think it is the proper idea concerning these two papers that a committee should 
now be appointed to further go into a two-year consideration of this matter. 
We have had that committee for two years, we have the crystallization of the 
thought and labors of that committee brought to us now in the form of these 
two papers, and, while I am in accord with Commissioner Brown’s thought that 
we ought not undertake to tie the hands of the committee and just say to them, 
“This is what you are going to bring us,” still, it is not contemplated that they 
shall go into a field of investigation extending over another period of two years 
but that in December they shall bring to us a report, based largely upon the 
recommendations of these two papers, that we can not act upon at that time. 

PRESIDENT LIVINGSTON: And with recommendations for legislative ac- 
tion by the several States. 

COMMISSIONER OLSNESS: May I make this additional suggestion? It 
would seem to me that this committee should be selected with a view to draft- 
ing legislation, based upon the crystallization of this thought, and we should 
have some attorneys on this committee so there can be sent to the New York 
meeting a concrete report embodying these principles in a new law. 

SUPERINTENDENT G. A. BOWLES (Virginia): It just strikes me that it 
would be a good idea if the resolution were to be laid on the table or referred 
to the Resolutions Committee until the paper that is going to be discussed at 
some later date by Commissioner Mitchell from California, at which time it 
might be in order to have a like committee, or have them combined. If it is 
in order, it seems to me that it would be perfectly proper for this resolution to 
be laid on the table until tomorrow, or be referred to the Resolutions Committee. 

PRESIDENT LIVINGSTON: You have heard the motion, gentlemen. Are 
you ready for the vote? All those in favor of the appointment of this commit- 
tee, signify by saying “Aye.” Opposed, “No.” The motion is carried and I will 
appoint the committee at a later date. 


Convention Roll Call 


At this time we will have a roll call of the Convention. If you will please 
rise and give the name of the State you are representing and your name and 
also give the names of any members of your department who are attending the 
Convention. 

Secretary Read called the roll and the following were present: 

Arkansas—A. D. DuLaney, Insurance Commissioner. 

California—E. Forrest Mitchell, Insurance Commissioner; Lyon L. Mitchell, 
Analyst; Lawrence Rouble, Principal Examiner. 

Connecticut—G. Wyman Carroll, Jr., Security Division, Insurance Depart- 
ment; Howard P. Dunham, Insurance Commissioner. 

Colorado—Jackson Cochrane, Commissioner. 

District of Columbia—Herbert L. Davis, Superintendent of Insurance. 

Florida—W. V. Knott, State Treasurer and Insurance Commissioner. 

Illinois—Harry-W. Hanson, Superintendent of Insurance. 

Indiana—John C. Kidd, Commissioner. 

Iowa—E. W. Clark, Insurance Commissioner; Philip H. Cless, First Deputy 
Insurance Commissioner. 

Kansas—Charles F. Hobbs, Commissioner. 

Kentucky—Charles I. Brown, Acting Commissioner; W. P. Tate, Actuary; J. 
Dan Talbott, Auditor of Public Accounts; Sam W. Eskew, Chief Examiner. 

Louisiana—E. A. Conway, Secretary of State and ex-officio Insurance Com- 
missioner; R. M. Walmsley, Commissioner; Emilie Bienvenu, Actuary and Chief 
Examiner. 

Maryland—Hazelton A. Joyce Jr., Deputy Insurance Commissioner. 

Massachusetts—Arthur E. Linnell, recently retired Deputy Commissioner; 
Merton L. Brown, Commissioner. 

Michigan—Charles D. Livingston, Insurance Commissioner. 

Minnesota—Garfield W. Brown, Insurance Commissioner, 

Mississippi—George D. Riley, Insurance Commissioner. 

Missouri—J. B. Thompson, Insurance Superintendent. 

New Jersey—C. A. Gough, Deputy Commissioner. 

New York—Nelson B. Hadley, Chief Examiner of Life Companies; J. J. 
Magrath, Chief of the Rating Bureau; Mr. Spencer and Mr. Keenan of the 
Liquidation Bureau; George S. Van Schaick, Superintendent of Insurance, 

North Carolina—Dan C. Boney, Insurance Commissioner, 

North Dakota—S. A. Olsness, Insurance Commissioner. 

Ohio—Walter A. Robinson, Actuary; Charles T. Warner, Superintendent of 
Insurance. 

Oklahoma—Jess G. Read, Insurance Commissioner; Mr. Warren, Secretary of 
the State Insurance Board. 

Oregon—A. H. Averill, Insurance Commissioner. e 

South Dakota—C. R. Horswill, Commissioner of Insurance. 

Tennessee—J. I. Reece, Insurance Commissioner (preserit Oct. 18). 

Texas—W. S. Pope, Casualty Insurance Commissioner; Raymond 8S. Mauk, 
Fire Insurance Gommissioner; Jess D. Carter, Chief Examiner; W. J. Roshell, 
Deputy Life Insurance Commissioner; Mrs. Basford, connected with the Cas- 
ualty Department; Mr. Taft, connected with the Casualty Department; T. S. 
Henderson of the Fire Department; W. A. Tarver, Life Insurance Commissioner; 
Merlin Oates, Life Actuary. 

Virginia—George A. Bowles, Superintendent of Insurance. 

Washington—H. O. Fishback, Insurance Commissioner. 

Wisconsin—Harry J. Mortensen, Commissioner; H. W. Schiller. 

PRESIDENT LIVINGSTON: There are 31 States represented at the present 
time; there may be others later. 

Gentlemen, I would like to ask that the chairmen of committees that are to 
have meetings this afternoon announce them at this time. Down on the mez- 
zanine floor on the north side there are four or five committee rooms that we 
have the use of and I would ask that you get your committees together and 
meet there. There are several committees that should have a meeting, a num- 
ber of them that should have a meeting to re¢tommend certain actions to this 
Department. 


Announcement of Committee Meetings 


SUPERINTENDENT VAN SCHAICK: Mr. President, may I announce a 
meeting of the Committee on Valuation of Securities at 2 o’clock in one of the 
rooms which you have indicated. This meeting is one at which the members of 
the committee would like to have an expression of opinion from anyone at the 
Convention, any visitor here at the Convention, any member of the Convention, 
on the subject which is before the committee. We will give full opportunity 
for a full expression of opinion upon the various questions. Obviously, the 
meeting will have to be an executive session as far as the press is concerned. 

PRESIDENT LIVINGSTON: You have heard the announcement of the 
Chairman of the Committee on Valuation of Securities. The meeting will be 
held at 2 o'clock in one of the rooms mentioned. It will be an executive session 
as far as the press is concerned but the Chairman asks that anyone who has 
any ideas that they would like to present to the committee appear there and 
present them. 

SUPERINTENDENT HARRY W. HANSON (Illinois): Mr. President, the 
Committee on Fire Insurance would like to meet immediately following the 
meeting of the Committee on the Valuation of Securities, on the same floor. 

COMMISSIONER TARVER: There should be an executive session of the 
Committee on Fraternal Societies, Mr. President, in one of these rooms at 2 
o'clock. 

SECRETARY READ: Mr. President, I am requested by Mr. Bowles, Chair- 
man of the Accident and Health Committee, to call a meeting of his committee 
immediately following adjournment of the Valuation Committee, about 3 o'clock. 

PRESIDENT LIVINGSTON: Are there any other Chairmen who wish commit- 
tee meetings? If not, at this time we will have Mr. Cousins make certain an- 
nouncements with regard to the plans for today and tomorrow. 

MR. R. B. COUSINS JR.: Gentlemen, may I have your attention for just a 
minute in order that we may have some understanding about the balance of 
this week and in order to avoid as much confusion as we can. I want particu- 
larly to emphasize the party at the Country Club here in Dallas tonight, Mr. 
McCullough was somewhat at a disadvantage because that is his party and he 
didn’t want to say too much about it. I don’t feel any hesitation of that sort 
at all, since I am, in a measure, a visitor here. That will probably be the high 
point of the social entertainment of this Convention, The boys here in Dallas 
have “put the big pot in the little one,” as we say around here, for the purpose 
of giving everybody a good time. That certainly will not be merely a conven- 
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tional dinner and-.dance. but it will be more. than. that; there are to be some 
interesting: people -and -some. interesting things done and: you will wish for a 


long time, after you hear. the stories about it, that you had been. there, if -you- 


don’t make your arrangements to go tonight. The program may be a little bit 
long; therefore, they..would like to get started. eating at 7 o’clock..* * * 

Now, with reference to one or two,other things for. the balance of the. week. 
You will use your: badges that you have here for the entire convention. There- 
will be no new registration either at Houston or at Galveston. The badges 
that. you. have now. will be ali that you need and they may be useful to you 
either in securing. the coupon books at Galveston or for admission to the 
breakfast at. Houston. . (Announces..special train, breakfast in Rice Hotel, 
and that ‘the headquarters hotel at Galveston is the Buccaneer.) 


«. PRESIDENT: LIVINGSTON:. Gentlemen, I.-would like to call.your attention 
to tomorrow morning's session. .I hope that every one of us will be here 
so that we can start at 10:00 -o’clock- promptly: Tomorrow noon, at 12:15, 
there is a joint meeting of the Kiwanis Club and the Chamber of Commerce, 
te which we are invited, and we have the honor of having our member, Mr. 
Van. Schaick of New York, deliver .the address tomorrow noon. Now, let. us 
all get here so we can get through with the papers that we have tomorrow, 
which I assure you will be interesting and instructive, and so that we can 
adjourn promptly and all of us be at this meeting at 12:15. 


ps a is nothing further to come before the Convention, we stand ad- 
rned. 


Adjourned at 12:30 p. m. 


TUESDAY MORNING SESSION, OCTOBER 18, 1932 


The_second session, Tuesday morning, was .called to order at 10:30 o'clock, 
President Charles D. Livingston presiding. 


PRESIDENT LIVINGSTON: Gentlemen, will you please come to order. 


For the first order of business, we will receive the report of Clarence Hobbs, 
representative of the Commissioners, on thé National Council. Mr. Hobbs. 


MR. HOBBS: Mr. President, I Have distributed the report and copies are 
available for all. I desire to add a few remarks to the text. When in my youth 
I had occasion once to visit an insane asylum and there I beheld a squad of 
about 40 able-bodied lunatics in the custody of a single guard, and I asked the 
guard, “What is to prevent these men from getting together, knocking you down, 
taking your keys and making a get-away?” __ 

The guard said to me, “Fellow, if these boys had brains enough to get to- 
gether, they wouldn’t be here.” ; Sie 


It is dangerous to carry a metaphor too far and I am sure the Convention 
will. not undertake to carry it to the full extent. The parties who are engaged 
in the present compensation imbroglio are by.no. means devoid of brains. The. 
company representatives. who. serve on. the rating organizations, the officials 
of those. organizations and the counsel who so ably represent them, represent 
a high degree of intelligence and yet it is painfully obvious at the moment that 
those. brains are not being used. for the purpose.of getting together. 

Now, getting together, cooperation in dealing with all problems relating to 
the whole business, is, in normal times, a move in the direction of prudenee. 
In times of distress such as those we are now passing through, when the eco- 
nomic house of the insurance companies generally is showing distinct signs of 
being on fire, cooperation, the abolition of differences and getting together in 
a@ meeting of minds upon.a consistent rating policy was the. course that I think 
prudence would have dictated. The Convention did its part but I regret to 
say. that the situation that has: developed since the meeting of he Convention 
in June does not bear any particular evidence of concord or of agreement. 

_That course, such as itis, I have endeavored to set forth in this report. It 
is a matter which may in the end call for action on the part of the Convention. 
I have suggested that rathér than recommended it and I trust that the Con- 
vention will refer the report to the Committee on Workmen’s Compensation to 
consider if there is any action which at this moment the Convention could 
take. The Convention can either leave the matter alone or, if the parties are 
in the mood to submit their matters to the Convention’s arbitration, they are 
in a position to do the business a great good and to secure more or less uni- 
formity of action on the matter of rates among the States by attempting to ret- . 
oncile the differences between the carriers. themselves and also between the 
steck carriers and their. agents. (Applause.) 


Compensation Report Referred to Committee 


PRESIDENT LIVINGSTON: Thank you, Mr. Hobbs. 

We will refer this report to the Compensation Committee, Mr. Garfield Brown, 
Chairman. 

At this time I will appoint the committee which was ordered yesterday by. 
the Convention to consider and report to the New York meeting in regard to 
interlocking directorates and holding companies of insurance companies. I will 
appoint: Garfield W. Brown, Minnesota, Chairman; S. A. Olsness, North Dakota; 
Joe B. Thompson, Missouri; Chyis A. Gough, New Jersey; George S. Van Schaick, 
New York. * 

The Secretary has a few announcements he would like to make at this time. 

SECRETARY READ: I have been requested by the Chairman of the Enter- 
tainment Committee to ask all of you to wear your badge tonight when you 
go to the train, wear it this evening when you go to the Fair Grounds. There - 
will be no badges distributed at Houston or Galveston. 

-I have been requested by Commissioner Tarver to ask that each Commissioner 
call at that desk and get his souvenir immediately upon adjournment of this. 
morning’s meeting. Only one representative of each Department sould call at 
that desk. 

PRESIDENT LIVINGSTON: This morning the first paper that will be given 
will be given by Mr. Mitchell of California and it will deal with the subject of 
“Assets of Insurance Companies.” Commissioner Mitchell. (Applause. 

COMMISSIONER E, FORREST MITCHELL (California): Mr. President and 
Commissioners: ’ 

After that splendid night that we had last night, perhaps you would rather 
hear that song. “Listen.to the Mocking Bird” this morning, or it might be that 
Jess here would lead off with “After the Ball.” 7 

I am aware that the morning is getting along. I was in hopes that Howard 
Dunham would appear because I told him I had 57 pages to read and he was 
afraid that he wouldn’t get out this afternoon with his usual afternoon stunt; 
so I have cut this down to ahout seven pages. 

COMMISSIONER DUNHAM: I decided to come. 


. Assets of Insurance Companies 


COMMISSIONER MITCHELL: It is with some diffidence that I undertake 
to address this Convention on the subject of assets of insurance companies and 
their valuation, for I realize that you may all feel that it is an attempt on the 
part of the blind to lead the blind, and, if I did not know your dispositions in- 
dividually, I might also imagine your thinking it is another exemplification of 
the old adage, that fools rush in where angels fear to tread. Nevertheless I am 
disposed to hope that you may recognize some merit in and adopt to some 
appreciable extent, the suggestions which I shall present as the result of 
considerable thought and concern. 

To begin with, I am fully conscious of the extent to which this particular 
topic has been exploited in the past, nor do I propose to speak on the subject 
in its rélatien to the problems and difficulties created for us as insurance 
commissioners, who, by the grace of the electorate or the choice of governors 
are required to watch over the interests of that great body of citizenship that 
constitutes the policy-holding public. Here we are, endowed with practically 
limitless powers to lift and shift, to bar and mar; to make and break. Here 
we are, exposed to the merciless glare of public opinion, sneered at for favori- 
tism and inveighed against for abuse of wer. And throughout our term 
of office we are ever aiming, ever eg groping for qualified guidance 
in our halting attempts to make the t decision, to take the proper 
action, to do the righteous things. Our*eqnipment, moral, mental and physical, 
especially in this period of widespread distress, is taxed to the utmost. We 
mean well, we try hard, and the future alone, will resolve, one way or another,- 
any doubts as to the modicum of success that may attend our efforts. 

Whatever the strength or weakness of the insurance statutes of our 
respective States, I think it may be generally accepted that the primary 
purpose of establishing the various insurance departments is the protection 
of policyholder citizens of the State. The effort, perhaps futile, is to make 
“sure” the. outstanding syllable in the word insurance. We can recognize 
that the interests of the investors in the capital and surplus of an insurance 
company must yield place to the interests of its policyholders. : 

One of .the first duties devolving upon us is that of making it possible 
for the citizens of our States to have available in the financial statements 
of insurance companies a source of information which will justify their Yeli- 
ance upon them. That involves not only trustworthiness, but uniformity in 
substance as well as outward form. ‘ 

The labors of our committee on blanks.over a long period of years have 
tended to bring about probably a sufficient uniformity in the form of financial 
statements of insurance carriers competing for the patronage of our citizens. 
But if we were to examine the reports made on these forms more critically, 
I am afraid that we should not find them so uniform as they appear: With 
the possible exception of the life insurance blank, the forms are not models 
of clarity, the items are susceptible to varying. definitions, many of them are 
not mutually exclusive, and the form suffers from the absence of a pre- 
scribed uniform classification and. definition of accounts sueh-as has long 


been in use by the Interstate Commerce Commission and by the Public 
Utility Commissions of many States. 

Let us-freely admit, as do all the authoritative writers on accounting, that 
the making up of a balance sheet involves a large amount of personal judg- 
“ment in determining what are assets and what are the true values of the 
individual asset items. And likewise, what are real liabilities and what are 
their true values. In part these questions are settled for us by our statutory 
provisions, particularly provisions relating to liabilities. There yet remains 
a wide field of difference of opinion, difference of interest, and variation 
in the resulting exhibits. 

What, if anything, can we do to bring about greater uniformity and greater 
clarity in these statements? In raising this question let me say that I 
realize fully our responsibility not to destroy intangible but extremely valu- 
able assets in agency plants and organizations by the form which we provide 
for the casting of balance sheets. 

Are we utilizing our facilities to the utmost? 

-Are we not relying too readily.on the supervising authorities of some other 
States, for the pointing out of objectionable features in the operation or 
condition of institutions within our own immediate jurisdiction? 

How many of us venture beyond the filing of the annual statements and 
the inclusion of. statistical data in our printed reports? 

How many of us have provided for a technical analysis of the informatory 
data supplied in such profusion? 


Uniform Basis of Valuation Needed 


What price assets of insurance companies? The questions are not new. 
They have stood before the Convention many years, and the appointmeni 
years ago, and continuance ever since, of a committee on valuation of securi- 
ties is evidence that they have not been overlooked. During what we might 

‘term normal years and some which we now realize were very abnormal 
years, these questions seem not to have been regarded as of great importance, 
but in the last few years they have become paramount and, at perhaps 
the time of greatest need, the labors of our committee of valuations on 
assets appear to have been in vain. Despite the effort to find an agreed 
and uniform basis of valuation there was almost unsolvable confusion in 
the requirements of the several States as to valuation of securities and the 
return of the several companies. Will this be repeated in the 1932 state- 
ments? Is it fair to the companies that it should be repeated? Is it fair 
to the public? Is it fair to potential investors? I cannot answer any of 
these questions in the affirmative and it seems to me the responsibility, heavy 
as it is, has been ours to find and answer. The suggestion which appeared 
in one of the insurance journals that the proper answer would be found 
through a single, central national body of supervision, a suggestion made 
without discussing its bearing on our several] interests, either as individuals 
or as representatives of soverign States, has no possible practical value in 
the light of the long line of decisions of the United States Supreme Court. 
If we are to get uniformity, it is we ourselves who must find the way to get it. 

While our official responsibility to the citizens of our several States rests 
upon each of us individually, it is impossible for any one of us to meet 
the responsibility fully. We must all depend upon one another in greater 
or less degree to share the burden, and we must join in bearing it. Personally, 
I am confident that a complaint or inquiry relating to a minor technical 
detail, and involving an insurance company domiciled outside of my State, 
will receive the same courteous consideration from the commissioner of that 
company’s home State that it would be accorded by myself or my staff. 
And I am strongly inclined to the belief that such matters can be attended 
to by the home State commissioner with better results, because he is on the 
ground. In such matters, therefore, I am fully prepared to depend on the 
good faith and more intimate knowledge of my fellow commissioners. It is 
the proper field for home rule. But our greater responsibilities we must, 
as I have said, join in bearing: The institution of convention examinations 
is the outstanding practical application of this view. It recognizes the in- 
adequacy, more manifest today than ever before; of the facilities at the 
disposal of the supervising authority- of the home State, the vital’ interest 
of sister States whose citizens look to them for protection, the disparity 
between source of premium income and geographical limits of jurisdiction, 
and has proven of immense value both through the concurrence and diver- 
gence of opinion which it has disclosed. At a critical period such as the 
present, the institution of *convention examinations economically conducted 
with a capable staff should commend itself to the widest use by the insurance 
departments of all States, not one of which has been immune from the 
blighting ‘effects of economic depression. 

I deem it auspicious that a goodly number of insurance examiners from 
a majority of the States ha#e had the vision to associate themselves together 
in a national body for the advancement of the public interest they serve in 
common with us and in loyalty to us. 

While the instrument of examination affords the most reliable source of 
information for our guidance in the problems that present themselves for 
solution in connection with the institutions licensed by us, it is unfortunately 
not simultaneously available for all companies at the close of the calendar 
year. It affords no means for the production of uniform, comparable reports 
at that time. 

Particularly in times like the present I think we must all agree that 
we must give consideration to the problems under which the companies 
labor, for if we fail to do so we may destroy those intangible values to 
which I have previously referred. Whether or not the suggestion I am offering 
will enable us to do that, I cannot say. It has had careful consideration 
in my division over a considerable periéd of time, and first came to our 
attention before the crash of security values in October, 1929, when we were 
serving on a convention examination of a large life insurance company 
which had already felt the effect of the coming trouble in its farm mortgage 
loans. Believing that things could be salvaged, and yet not willing to leave 
them entirely in the hands of company officials without check, we exacted 
an agreement at that time for the building up of a contingent reserve by 

/ regular annual additions. That action was accepted by the company and 
the home State as sound and reasonable and is being carried out. 

Following that priciple, it has occurred to our division that the desired 
object could be reached by a method somewhat along these lines: 


Proposed Basis of Valuation 


Let the assets of all insurance companies. be listed in their financial state- 
ments at book values, each of us assuming responsibility of seeing to it that 
the book values adopted havé a reasonable and genuine basis. Let each 
company then, after setting up reserves for its other liabilities as provided 
by law, set up on the liability side of its statement a properly designated 
contingency reserve in such amount as may be agreed upon between it 
and the commissioner of its home State, this amount being a fixed per- 
centage of the excess of the book value of its marketable securities over 
their aggregate market value. The discretion of the commissioner need be 
exercised only in the direction of the period required to give full effect to 
the elimination of the shrinkage in values as definitely ascertained at the 
end of the reporting period. I-would suggest that a foot note be incorporated 
in the body of the reporting blank, and an identical note placed on the 
outer cover thereof, to read: 

“The contingency reserve appearing herein represents 
of the excess of the reported book value of the corresponding asset items over 
their market value.” ; 

With the statement in this form the individual policyholder and prospective 
policyholder will be able to compare statements on a market value basis 
by a comparatively easy adjustment. There cam no charge for lack of 
frankness in the statement itself, and if our citizens have. the confidence in 
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us which ought to go with the responsibility they have placed upon us, 
then there should be no feeling of unsoundness in the fact that the state- 
ment is not on a rigid market value basis. 

With the statement-in this form, the administrative company official also 
will find it difficult to justify Ahe payment of stockholders’ -dividends out 
of capital, an abuse with which some of us have become familar. 

With the statement in this form, we shall have removed an existing defect 
that has been exploited in unfair competition. 

Our justifiable desire to assist insurance companies in overcoming diffi- 
culties in the rendition of financial statements in extraordinary emergencies 
of such universal incidence as the present one, is capable of being gratified 
in other directions as well. 

It has been a long established practice to disallow the companies’ claims 
for uncollected premiums on policies effective more than 90 days. The 
practice is highly conservative in normal times and reasonably conservative 
in times of stress. I do not advocate its abolition. But we have never 
allowed a corresponding reduction in the unearned premium reserve, although 
we have allowed it in the case of accrued commissions. Here is an incon- 
sistency .which, under present conditions, might be corrected to no one’s 
disadvantage, and to the considerable advantage of many insurers. 

Let us therefore adopt a simple candor toward our policyholders and a 
reasonable firmness toward the institutions in our keeping. Let our steward- 
ship be discharged in such manner that those who honor us with their 
trust will know it has not been misplaced or misdirected. Let us carry in 
our own minds the consciousness of having been true to our oath of office 
and true to the principles of equity. ~ 

Mr. President, in conformity with the foregoing, I have prepared resolu- 
tions to be referred to Mr. Van Schaick’s Committee on Valuation of Securi- 
ties, but I,.now deem it advisable that we perhaps wait until the Convention 
at New York, where I hope to have the pleasure of the introduction of 
these resolutions. ‘(Applause.) 

PRESIDENT LIVINGSTON: This paper will now be discussed by the Hon,/ 
George A. Bowles, Insurance Commissioner of Virginia. (Applause.) 


Discussion by Virginia Superintendent 


SUPERINTENDENT BOWLES (Virginia): Mr. President and gentlemen of 
the Convention: I would like to preface my remarks by expressing my apprecia- 
tion, too, for the wonderful hospitality that has been accorded us by the Com- 
mittee on Entertainment. I shall be content, coming, as I do, from the great 
Commonwealth of Virginia, if I can make even a small part of the imprint 
upon the hearts and minds of the people of this great State as did a Virginian 
who came down here way back in the olden days of 1836 and met over at San 
Jacinto and Santa Ana, for that day marked your independence, I believe. 


Mr. President, when I first received information that I was going to be hon- 
ored by a place on your program, I was reminded, sir, of the story told of the 
Negro preacher coming to Virginia from Dan Boney’s State of North Carolina 
to help in a revival, and I wish that I might be endowed with just a part of the 
wisdom that was ascribed to that visiting brother. Said the pastor, in intro- 
ducing the brother to the congregation, “Bredren and Sistern: We has wid us 
on dis occasion de most distinguished Negro evangelist in de world. He am a 
man ob parts. He am a man wid a mighty reputation; he am a man not 
only wid a national reputation but wid an international reputation. Bredren 
and Sistern, Brother Rastus from de great State of North Carolina, he think de 
unthinkable, he can unscrew de inscrutable, he know de unknowable, and he 
can do de undoable.” (Laughter.) 


Mr. President, I submit, sir, that the need of the hour is such a man as 
Brother Rastus from North Carolina to discuss the subject assigned me 
here today, Insurance Assets. 


We have listened with much interest and profit to the able discussion 
to Commissioner Mitchell and I am entirely in accord with a great deal 
he has said. It shows that he has given the matter under discussion earnest 
thought and the membership of this Convention will do well to give due 
consideration to Mr. Mitchell’s views on this momentous subject. 


We hear much these days of distress, of the invisible forces of a great 
world calamity. We hear much of the great period of evolution through 
which we are passing. We know that it has been t a short while since 
our forefathers were using ox carts as vehicles of transportation. We are 
mindful of the marvelous transition that has taken place along transporta- 
tion lines; how rapidly we have gone from the ox cart to the horse and 
buggy; from the horse and buggy to the steamboat, the locomotive, the 
auto, and steam navigation, and now to the airplane. There likewise has 
been a great evolution in the field of investments and securities. 

Our duty is the translation of the present economic condition into terms | 
of public understanding. We must hold before us but one vision as Insur- 
ance Commissioners, and that is the vision of administering the insurance 
laws of the several States to the best interests of the insuring public. 


Contingency Reserve Requirements 


I cannot say that I quite agree with the suggestion in Commissioner 
Mitchell’s paper in regard to setting up as a contingency reserve an arbitrary 
percentage of the excess of book value over market value of asset items. 
It appears to me that a reserve for contingencies or for fluctuation in market 
values of investments should be accumulated in normal and in prosperous 
times rather than in periods when the market values reflect only a fraction 
of intrinsic values. A reserve of this character should not be, as at present, 
voluntary, but should be required either by statute or by departmental ruling, 
accumulated and segregated for a specific purpose, and not under any con- 
ditions to be considered as free surplus. How this reserve should be accumu- 
lated and the amount thereof are problems which require our deepest thought. 
If the principle here outlined is sound and constructive, then ways and means 
should be found to make it practicable. I suggest that the matter be referred 
to the proper standing committee or to a special committee to be appointed 
at this meeting by the President, to consider (1) The propriety of the legal 
requirements of a contingency asset reserve, (2) How such a reserve should 
be accumulated, and (3) The amount thereof. I realize that this will impose 
a great deal of work on the members of the committee, but the question 
is one of sufficient importance to warrant it. 

In fixing the amount or the percentage of such a reserve, we should 
endeavor not to be more arbitrary than necessary, and we should bear 
in mind that the time to accumulate the major part of the reserve is when 
it is least needed, that is, to say, in prosperous times. 

Commissioner Mitchell's suggestion as a temporary expedient is good insofar 
as it offers a ready method of comparison upon a uniform basis, of the 
annual statements of different insurance companies, but of course it is 
applicable only in such periods of depression as the one we have been 
and are now going through. The same result can be reached by requiring 
every company, after valuing its securities upon the basis which has been 
sanctioned by the Insurance Commissioners Convention or by the Insurance 
Commissioner of its home State, to report as well its surplus based upon 
actual market values. 

For fourteen years Virginia has had a law allowing all insurance com- 
panies and fraternal orders to carry on an amortized basis bonds which 
are amply secured and not in default as to either principal or interest. Since 
such securities are purchased for their investment value and not merely to 
take advantage of market fluctuations, it is eminently proper that the right 
to carry bonds upon an amortized basis be extended to all classes of in- 
surance companies, and I heartily endorse fhe recent action of the Con- 
vention in recommending the universal adoption of this method of valuation. 

Bonds carried upon an amortized basis are not affected in their investment 
or in their book value by the rise and fall in market quotations, and it would 
therefore be unnecessary to consider them in setting up a contingency reserve. 

Frankly, it appears to me that a reserve such as I have suggested, set 
up or accumulated in times of plenty, and not subject to depletion through 
the declaration of dividends is as vitally necessary as the present statutory 


~policy reserves, and while it might to some extent curtail the returns to 


stockholders, it would most certainly add much to the safeguarding of the 
interests of those whose interests should be considered first—the insuring 
public. I have offered only a suggestion and if chance it be that it meets 
with your approval, the details can be worked out by those who are wiser 
and more experienced than I. 

In discussing the paper of my distinguished contemporary, I do not think 
it inappropriate to bring into my remarks references to a certain phase 
of the subject which has received the attention of this body many times 
in the past and which has been presented by speakers of force and erudition 
upon those occasions but which is of such vast importance that I trust 
you may pardon its repetition. This phase, relating principally: to the in- 
vestments of insurance companies rather than to their assets as a whole, 
may be most aptly described as the only satisfactory answer to those questions 
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which confront or should confront every investment officer or committee: 


“Is the investment safe? Will it yield an adequate return? Is it sufficiently 
liquid?” 


Elements of Sound Investments 


That each of these questions, particularly the first two, must be answered 
in the affirmative is, I presume, the unanimous opinion of this Convention, 
and that the factor of safety in the investment portion of the assets of 
insurance companies should be as great as is commensurate with the adequacy 
of the returns from these investments is a statement so self-evident that it 
may not be questioned. A yardstick by which to measure the actual safety 
of insurance company investments, in normal and abnormal times, in periods 
of depression as well as periods of prosperity would be of incalculable value 
to the insurance companies as well as to the supervisory officials and their 
examiners. Since I am not ossessed of the remarkable powers attributed 
to the visiting brother from North Carolina of whom I just told you, I 
cannot begin to describe how such a measure might be devised. 

We know that the assumption of a certain minimum interest rate enters 
largely into the calculation of a life insurance premium, and we also know 
that the fire and casualty companies must depend upon adequate returns 
from their invested assets to offset their more than occasional underwriting 
losses. Hence it follows that the question of adequate returns is of scarcely 
less importance than the question of safety, and in fact these two questions 
are so related that each must be considered as corollary to the other. The 
fact that so very few insurance companies whose investments in normal times 
were both sound and remunerative failed to survive the cataclysmic upheavel 
of the past three years, is a great tribute to the officers and committees 
responsible for the investments. 


The third question, “Is the investment sufficiently liquid?” is the one 
upon Which I dwell but briefly, because it is of less importance and because 
the problems connected with it confront only a relatively few companies, and 
these only under abnormal conditions and in abnormal times. 

While it is not my purpose to discuss any particular class or classes of 
securities in which insurance companies should invest, I will, however, advert 
briefly to one class of securities which it seems to me should be closely 
scrutinized; namely, those of a holding company, particularly a utility hold- 
ing company. I refer to a corporation which owns the stock of other corpo- 
rations for the purpose of exercising contro] over those corporations. To 
my mind the investment by insurance companies in the securities of a hold- 
ing company should be exercised. with great caution. An operating company 
depends for its financial soundness upon its assets and its earnings. Its 
assets primarily consist of its plants, lines, physical property of various kinds, 
franchises and cash, all of which are in use and, as a rule, earning profits, 
even in periods of depression. These assets are not on the market. Their 
prices do not greatly fluctuate, and they generally have a stable and sound 
value, save for obsolescence, and this is taken care of in rate making. Con- 
sequently, in periods of financial stress and depression, so long as the 
earnings of the operating company are sound, there is no serious shrinkage 
in asset liquidating value to affect the credit of the company. But this is 
not true of the holding company, which has no assets except the securities 
of its subsidiaries. Where it does not own all of these securities and the 
unowned part is on the market, the value of the holding company’s assets 
and its actual solvency at any given time, depend on the condition of the 
market and the price of its securities, and in periods of depression a hold- 
ing company which has all tts money invested in perfectly sound subsidiaries 
may find itself bankrupt, because of the liquidating value of its securities. 
The peril of investment in securities of holding companies is well illustrated 
by the collapse of the Insull holding companies. 

I know of no more distressing situation than that resulting from the 
manipulation of the assets of insurance companies for speculative purposes 
by so-called holding companies, which have by some means or other gained 
control. A case in point comes to my mind, and while I will not vouch 
for the authenticity of my information since all of it is not of record, 
I have been assured that the development followed somewhat along these lines: 

A holding company, which we shall call X, owned a majority of the stock 
of A company. This stock was hypothecated to a bank and the amount 
realized was used as a first payment on sufficient stock to control B com- 
pany, title to this stock being passed to the holding company and the stock 
itself deposited as collateral for the payment of the balance of the purchase 
price. Immediately the stock of A company was sold to B company for 
the amount loaned upon it, and the bank loan was repaid with funds accruing 
from the sale of some of B company’s more liquid securities. At a later date, 
more of B company’s high grade securities were sold, this time on a falling 


_market, in order to secure funds wherewith to purchase a controlling interest 


in C company, which in turn had a large portion of its assets vested in 
D company. 

As a result of this widespread manipulation and interlocking of interests, 
when the value of the D company stock followed the general trend of the 
stock market and reached an abnormally low figure, C company became 
insolvent, and B company of course followed it into the hands of receivers. 


At last reports, the policyholders of B and C companies have been left hold- 
ing the bag. 


Interest of Policyholder Held Paramount 


I concur heartily in the suggestion advanced by Mr. Mitchell that the 
interest of the insuring public ranks first—above that of stockholder or 
the investing public. At the same time it appears that the wise executive 
cannot expect a continuation of the public’s patronage unless he places the 
public’s interest first and here the question of dividends presents itself. The 
human element in this instance plays a large part. Wise management can 
best determine the proper course and regulatory restrictions can best be 
applied only to individual cases in my judgment. Set rules and regulations, 
formulated at a given time to apply over a period without flexibility to 
conform to changing conditions have fallen down. Therefore I conclude 
that only a few regulations, specific in their application, will prove helpful 
in the long run, for there is convincing evidence of the soundness of that 
pronouncement that the best governed are the least governed. ‘(Applause.) 

PRESIDENT LIVINGSTON: Further discussion of this paper will be given 
by the Hon. George D. Riley of Mississippi. ‘(Applause.) 

SUPERINTENDENT RILEY (Mississippi): Mr. President and Fellow Com- 
missioners, ladies and gentlemen: 

I feel this morning that there are times in every person’s life when 
words are entirely inadequate to express the feelings of the heart. To be 
permitted to be one of you and to be present is a great privilege, but to have 
this distinction in this, my first visit to the Annual Convention, is a distinct 
honor, greatly appreciated, and one for which I am sincerely thankful. 

I realize\that it would be presumptuous on my part to imagine for a 
moment that I could impart something new to you who for years have 
had such splendid opportunities for developing in this great profession, this 
great science, so I shall content myself this morning by coming to you 
with a heart full of love, disclaiming any literary proficiency, oratorical 
ability or originality in thought, and talk to you for a while right out of 
my heart, with the hope that it may interest and give you an opportunity 
to sympathize with me. 

If I could have the ability and could be as appropriate to the occasion 
as a Negro teacher in an examination in my county where I was holding 
an examination for teachers’ licenses, I could perhaps do justice to this 
subject. When I asked the question in agriculture to “name and describe 
four breeds of sheep,” the teacher said, “The four breeds of sheep are 
White Sheep, Black Sheep, Mary’s Little Lamb, and the Hydraulic Ram.” 
(Laughter.) 

I was convinced many years ago that plain language is the most effective 
and appreciated. During the sophomoric stage, I was in a town in Mississippi 
and one evening a man old enough for my father called on me to read a 
love letter for him; he could neither read nor write. And, after reading 
the love letter, he asked me to answer it for him and I spent half an 
evening, half of one night, on that letter, and you can imagine my chagrin 
and disappointment the next evening when he came back to get the answer 
and, with a self-congratulatory smile pervading my countenance and I expected 
the plaudits of “Well done!” as I read: 

“My dearest Miss Annie:—I hope that it will not be thought captious 
in me should I venture to intimate my doubts as to the wisdom—.” 

He said, “Wait a minute! Cut out the damn foolishness and tell her I 
love her.” (Laughter.) 

Fellow Commissioners, I do feel this morning that I need the inspiration 
of another Negro brother's prayer when he said: “O Lord, give to thy servant 
this morning the eyes of the eagle and the wisdom of the owl; connect 
his soul with the gospel telephone to the central skies; illuminate his brow 
with the sun of heaven; pizen his mind with a love for the people; turpen- 
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tine: his imagination and grease his lips with ‘possum oil; electrify his brain 


with the lightning of thy word; loosen his tongue with the sledge hammer ~ 


of thy power; .put ‘petual motion in his arms; fill him: plumb full of the 
dynamite of thy glory, annoint him all over with the kerosene oil of thy 
salvation and set him on fire.” (Laughter.) 

The reason I want to read this, I see some reporters around here: and 
some time ago I addressed a convention in St. Louis and I read in the 
proceedings later, where I had used the expression, “There is a giving that 
impoverishes and a liberality that leads to prodigality,”’—I read in the pro- 
ceedings, “There is a giving that improves and a liberality that leads to 
proficiency.” (Laughter.) .So I-put down what I warited to say here. 


Discussion by Mississippi Superintendent 


This ‘Convention is indebted to Commissioney Mitchell for the excellent 
paper he has prepared and delivered on the ail important subject of “Assets 
of Insurance Companies.” This is an ever present problem, always under 
discussion, and continually before legislative bodies for consideration. As 
each statement period rolls around, weighty consideration must be given 
to determining the true financial condition of each insurance institution; 
that is, the nature of its assets and the value placed upon them. 

Many new difficulties have come upon us in the present days because both 
stocks and bonds have been widely distributed with almost a total disregard 
for the actual value of the assets securing such issues and, -further, because 
old and new mortgage companies and firms have passed on to insurance 
institutions mortgages based upon values which never did exist, and do not 
now exist. Some companies have been forced, in this and other ways, into 
the real estate business contrary to their desire, and they now find them- 
selves totally unprepared to operate such a business. 

As Commissioner Mitchell plainly states, our position is that we must 
protect. policyholders. Coming from an agricultural State, as I do, a State 
without any large cities, and knowing personally, as I know, the sacrifices 
that many of our citizens make, the long hours of toil they undergo to 
secure the money with which to pay premiums on insurance policies, I feel 
very deeply my responsibility to my people. The statutes of my own State, 
like those of many other States, are along the general lines of safeguard- 
ing the interests of policyholders. 

Commissioner Mitchell discusses the present form of convention blanks 
upon which statements are submitted. These blanks, in my opinion, if 
properly filled out, give a fair picture of a company’s condition and its 
past year’s operations. It is true that different interpretations are placed 
upon items by companies operating in different States, but I find that by 
studying the statement and reviewing the statutes of the home State, one 
may draw correct conclusions and make fair comparisons. 


Efficacy of Proposed Valuation Plan Doubted 


The Commissioner makes mention of the intangible assets of companies. 
Such assets undoubtedly exist and are similar to what is termed “good will,” 
listed in the asset accounts of- commercial businesses. Such assets, in my 
opinion, have no place in the balance sheet of an insurance company. They 
would be of value only to a company merging, reinsuring, or going out of 
business, and then their value would weigh only in favor of the stock- 
holders of such concerns. 

Commissioner Mitchell ¢tates that there exists no uniform basis of valua- 
tion of securities; despite the great efforts of the special committee of this 
Convention to bring about such results, confusion still exists. I know this 
able committee has labored in the midst of much confusion inevitable 
under statutory requirements and departmental rulings affecting asset values. 
During the World War, a series of “Arbitrary Market Values” was permitted 
by this Convention. During 1922, this method was supplanted by that of 
requiring the actual market values. During 1931, the actual market prices 
were again discarded and “Arbitrary Values” substituted. -To my mind 
the use of market prices to obtain “Values,” when securities are held in large 
amounts, is fundamentally wrong. Market prices in times of unusual stress 
do not represent the- actual value, and the wisdom of the latitude granted 
by this Convention after the World War and at later dates is proved by 
the individual history of various companies operating under the concessions 
made to them. It is true, however, that, when conditions are good, market 
values are used, and, when they are bad, amortization and “Arbitrary 
Market Values” are substituted. We commissioners should watch the dividends 
declared both to policyholders and to stockholders when times like the present 
are upon us. Commissioner Mitchell advocates that each home commissioner 
assume the responsibility of seeing that the book values adopted have a 
reasonable and genuine valuation basis, and that, in listing its assets in 
annual statements, these values shall appear as assets, and that, in the liabilities, 
there shall -be set-up a designated contingency reserve in such amount as 
may be agred upon between the company and the commissioner of the home 
State, this amount being a fixed percentage of the excess of the book value 
of its marketable securities over the aggregate market value. Two essentially 
new things are involved.in the proposed method: (a) a new valuation of 
the assets on the ledger accounts of a company on a basis of valuation 
to be agreed upon between the company and the home commissioner, which 
basis, by inference, is in excess of its market values of these assets; and 
(b) a reserve liability on a percentage basis of the excess of the book value 
over the aggregate market value. I fail to see any advantage to be gained 
by a method of this kind over a method whereby the market values agreed 
upon and appearing in the statement are fixed at amounts so that the 
aggregate value of the assets, as they appear, would be the aggregate under 
the proposed system less the contingency reserve, The effect upon the surplus 
is the same, and it would be easier to recognize what values the assets 
actually had were they listed directly at the agreed values. It is my opinion 
that, in determining what a company’s financial condition really is, both 
its liabilities to policyholders and others and its assets with the value placed 
upon them must be given equal consideration. 

I am firm in the opinion that the general principles of investments are 
applicable to all insuranee institutions. These considerations are: (1) security 
of principal; (2) adequacy of yield; (3) readiness of convertibility; (4) diversi- 
fication. After all, the function of all insurance institutions is to pay claims 
in accordance with their outstanding contracts. Fire and miscellaneous com- 
panies operate under laws subjecting them to hazards which do not exist 
in the case of life companies. I do not consider investments of a speculative 
nature suitable for insurance funds. The security offered for such funds should 
be of.a high degree of safety. 


Liquidity of Company Invesiments 


As a general rule, the lower the yield, the safer the security, and vice 
versa. All insurance companies, in my opinion, should seek wide and diversi- 
fied fields in order to obtain as large a yield as is consistently safe in order 
to be able to reduce the cost of protection to policyholders. Losses cannot 
always be avoided, but the law of averages will, in the end, prevail. 

Fire and miscellaneous companies, because of the hazardous risks they 
assume, should look to ready convertibility when making their investments. 
Under normal conditions, immediate convertibility is not a necessary quality 
of an investment with a life insurance company, for current income over 
disbursements is usually more than ample to take care of all current cash 
requirements. Circumstances under which fire and miscellaneous companies 
are, of necessity, forced to sell securities are decidedly more frequent than is 
the case with life insurance companies. The strain of demanded cash surrender 
values and policy loans, in addition to unusually heavy matured claims, has 
been a drain on life companies since 1929, but there have been very few 
instances requiging any considerable sale of assets. And, in cases where such 
sales have beén necessary, the emergency has been met by. the sale of 
securities purchased at prices that occasion little actual loss even under 
present conditions. 

Since life companies do not anticipate a yield of over 4 per cent in arriving 
at premiums and reserves, assets yielding a fair income over requirements 
are always obtainable on the-very best classes of securities. As a general rule, 
the higher the yield, the less security there is for the principal sum invested. ~ 

Although ready convertibility under normal conditions is not a necessary 
quality of an investment for a life insurance company, yet for a fire company 
or a miscellaneous company ready convertibility of a large per cent of its 
portfolio is imperative. A+ good secondary reserve in quickly convertible 
assets ranging up to 35 per cent of the investment assets of any insurance 
company is a powerful aid in lessening difficulties that come in times of 
depression like the present. 

It is sound policy: to distribute investments of insurance companies both 
geographically and among securities of different classes. It is fundamentally 
unsound policy to invest too large a percentage of the funds of an insurance 
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company in ‘any single security or in securities which are either dependent 
or interdependent on a particular section of the country. This principle 
is recogized by several of the States in statutes limiting investments in certain 
classes of securities. 

Some of the suitable investments for insurance companies are: real estate, 
mortgage loans, collateral loans, stocks, bonds and, in the case of life com- 
panies, policy loans. 

Most States restrict investnents in real estate to that which is necessary 
in. the conduct of a company’s business and such as might be acquired in the 
protection of legal rights. Usually real estate acquired by foreclosure must 
be. dispesed of within a reasonable time prescribed by law. 

Mortgage loans highly satisfy the requirements both as to security and 
yield, and can be properly distributed geographically, and in types of security. 
The statutes usually stipulate that the preferred security shall be. double 
the amount of the loan. 

Collateral loans are suitable when based on securities in the classifications 
prescribed for investment of insurance funds, and on securities, the values 
of which are well in excess of the sum loaned. Such loans should not be 
of long duration. They should be more on the order of bank transactions. 

Stocks as an investment are inherently speculative. The Armstrong In- 
vestigating Committee held that stocks were fundamentally objectionable as 
an investment for life insurance funds. 

Bonds—Government, State. municipal and corporate—represent, perhaps, the 
best type of investment for insurance funds. They can be purchased with 
due regard for security, yield, convertibility and “distribution, and are the 
chief outlet for insurance funds. However, the preferred stccks of many 
corporations might be better securities than the bonds of certain counties 
or municipalities where there are’ no legal limits: prescribed for such in- 
debtedness. Policy loans, liens, etc.; are possible only in case of life com- 
panies, and, since they are well secured by the reserves in individual cases, 
they are satisfactory investments for such companies, provided the ratio 
of such investments to thé total invested assets does not reach too great 
a proportion. The tendency since the year 1929 has been for policy loans 
to increase greatly, the life companies having largely done the banking 
business of the Nation on the collateral of theit own policies. 


Basis of Valuing Investment Holdings 


The valuation of assets of an insurance institution is quite as necessary 
in determining its financial condition as is the valuation of its liabilities, 
and a few general principles must be kept in mind in makng the valuaton. 

Real estate can usually be taken at its book valuation subject to reappraisal 
every two or three years. New appraisals should be used particularly in 
determining the values where extensions of ownership have been granted, 
and where write-up in values has occurred during the last five years. 

Mortgage loans not in default can be accepted at the book values. and, 
in case of default, the history of the individual loan must be studied and, 
in some cases, reappraisal secured in order to fix values. Many comnanies 
bought. mortgages through corporations and firms in widely scattered sec- 
tions, relying largely upon these local concerns for the safety of the security. 
and they are now finding out their mistake. They were, in realty, buving 
real estate at excessive prices instead of making morteage loans as they 
thought at the time, and, when the truth came to light, there was no course 
to follow other than foreclosure. Large mortgages should always be care- 
fully considered as to property value and resale of the security. 

Collateral loans with ample security, if in good order and of short duration. 
can usually be accepted at their book value. Sometimes such loans are used 
as a vehicle for turning noradmitted assets into admitted form without 
due consideration for the security proffered. These loans should be thrown out. 

Stocks can be valued only at their market values. It is true that some 
stocks have real value in excess of market quotations; it is equally true. 
however, that others have market values in excess of their real values. Local 
Stocks not quoted on any exchange present, at this time. the real problem 
in fixing true value. I do not believe in insurance institutions owning stocks 
of other companies, for it has been my observation that such practices result 
in no good. but, on the contrary, result in friction and in loss to the business. 

Bonds, when not in default as to principal or interest, can now be valued, 
in very nearly all States, upon the amortization basis. which presents a 
proper solution for the valuation of such securities, particularly in the case 


of those held by life companies. Bonds in default must, of course, be valued. 


on “Market Values.” The bonds of railroads, utilities and industrial corpo- 
rations present the chief problem in valuation of securities at the present 
time. It is noticeable that the companies fall back on the amortization basis 
only when such plan gives values in excess of the market values. 

- Policy loans present little difficulty to life insurance companies as to value. 
The aggregate indebtedness under an individual policy must not be admitted 
for any amount in excess of the reserve liability on such a policy. 

Committee examinations of companies by competent examiners are the best 
method of keeping a commissioner acquainted with the true conditions of the 
companies in his home State, and are worth many times their cost to the insti- 
tutions themselves. 


Scrutiny of Managements Suggested 


I have become firmly convinced in late years that the home commissioner can 
render the insuring public a very great service by keeping track of the experi- 
ence, ability and general character of the men in whose hands the management 
of his local companies is placed. Formerly, insurance stocks were closely held 
without market quotations, but this condition no longer exists. Promoters and 
sharpers and other persons untrustworthy because inexperienced have obtained 
stock control of some of our institutions with disastrous results to the policy- 
holders of such organizations. The official family of an insurance institution is 
either an intangible asset to the institution or a liability, the present value of 
which can not be determined. It would not be amiss in admitting new com- 
panies to do business in our States for us to turn the tables and request inspec- 
tion reports upon the management of these companies before granting the 
requested licenses. Present to me the personal history of each individual com- 
posing the official family of a business institution, and I, in turn, can hardly 
fail to forecast correctly the outcome of its operations over the future years. 
(Applause.) 

This is my first effort. Be more charitable to me, please, than the Nigger boy 
was to a friend of mine over in my home county. After working all the week, 
on Saturday night he said, “Mr. Davis, I want to borrow your lantern.” 

He said, “What do you want with it, Jim?” 

Jim said, “I want to go and see my gal.” 

He said, “Do you mean to say you are going courting with a light?” 

He said, “Yassah; I always carries a light when I goes out at night.” 

He said, “Well, Jim, I’ve done a lot of courting in my lifetime and I never 
carried a light.” ° 

Jim said, “Yassah, and you see what you got, too.” (Laughter.) 

PRESIDENT LIVINGSTON: We find that it will be impossible to have the 
other papers at this time, before the luncheon hour, and so we will meet at 
2:30 this afternoon, when the addresses that were intended. to be had this fore- 
noon will be given. -That will put Mr. Kidd in another couple of hours of agony. 

At this time we have a member that we all respect very much and he has to 
leave this afternoon. He comes from a State that we all love and he would 
just like to say-a word to the members at the present time. Commissioner 
Knott of Florida. (Applause.) 

COMMISSIONER W. V. KNOTT (‘Florida): Mr. President and fellow Com- 
missioners, ladies and gentlemen:+ 

I am perhaps out of order in what I am going to state but, as your President 
has told you, I can’t be here this afternoon. It is something that is controlled 
by the Executive Committee but I just would like for this body as a whole to 
understand that our people in Florida would be most happy to have this Con- 
vention, the 1933 Convention, at St. PetersDurg, Fla. St. Petersburg is a very 
beautiful city; it is on the famous Tampa Bay on one side and the Gulf of 
Mexico only six miles distant on the other. They are accustomed to entertain- 
ing conventions, have- ample hotel facilities and transportation facilities, and 
have a delightful climate throughout the year. , If you choose to have your 
meeting there in August, September, or any month in the Winter, it is pleasant 
all the tiie. I have a written invitation. here addressed to your Secretary from 
the Governor of our State, Governor Carlton, and from the Secretary of the 
Chamber of Commerce and other civic clubs at St. Petersburg. I just want 
you to carefully. consider this invitation, which is extended most cordially. I 
will leave these papers with the Secretary so that he will not forget. I thank 
you. (Applause.) 

PRESIDENT LIVINGSTON: Thank you, Mr. Knoit. 

Mr. Cousins has some announcements to make at this particular time. 

(Mr. Cousins announced train arrangements for the trip to Houston and 
Galveston.) : 

PRESIDENT LIVINGSTON: I would call your attention, gentlemen, to the 
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luncheon that is being given, to which you are all invited. This is a joint 
luncheon of the Kiwanis Clyb and the Chamber of Commerce and will be held 
in the Junior Ballroom of the Adolphus Hotel, the hotel right across the street. 
The men who are members of these two clubs are business men, they have a 
certain time to give for luncheon. Mr. Var®™Schaick will address that luncheon, 
and I trust that you will all be there for the beginning of the luncheon at 12:15. 


COMMISSIONER DAN C. BONEY= (North Carolina): Mr. President, I have 
here a brief that I have been requested by Mr. Mann of the Certified Building 
Registry to submit to you for the consideration of the Gonvention. While L 
haven't had an opportunity to give it consideration, I will submit it, with your 
permission, and suggest that it b: referred to possibly the Life Committee. 

The session was adjourned at 11:53 a. m. 


TUESDAY AFTERNOON SESSION, OCTOBER 18, 1932 


The Tuesday afternoon session was called to order at 2:40 o'clock, President 
Charles D. Livingston presiding. 


PRESIDENT LIVINGSTON: Gentiemen, will you please come to order. 

Hon. John C. Kidd of Indiana will discuss this question: “Are Market Values 
and Liquidation Values Always the Same?” Commissioner Kidd. ‘(Applause.) 

OOMMISSIONER KIDD (Indiana): Mr. Chairman and fellow Commissioners 
and Superintendents and Guests of the Convention: 


After preparing an article for a serious-minded party such.as the Insurance 
Commissioners are and, approaching the moment of presenting the facts which 
have been accumulated, I feel a good deal like the Irishman that Charley 
Gandy tells about and sort of feel like wanting to dodge the work that lies 
before me. Charley Gandy tells of an Irishman who was eternally getting 
drunk. The priest called him in frequently and chastised him and told him 
that he had to quit getting drunk, that that wouldn't do at all for a member 
of the church, especially, getting as drunk as Pat was inclined to get. Well. 
the Irishman would remember for two or three days but he would continue to 
imbibe quite freely and was.continually getting beyond his capacity. But the 
good priest finally got tired and he called Pat in in a serious mood and said, 
“Pat, I have done my best for you, I have given you counsel and advice all 
along and tried to keep you in the straight and narrow path, but you seem to 
pay no attention to me. Now, I am going to warn you once more. If you get 
drunk again, I am going to put you out of the church. This is the last time 
and I shall notify you no more.” 

Pat realized the seriousness of the warning and he stayed on the water- 
wagon for quite some time, but finally he got out with the boys again, got off 
on another hilarious toot lasting for two or three days, and one afternoon, after 
two or three days of good times, he concluded it was about time to go home. 
He was about half sobered up and he stepped out on the street and who should 
he see coming toward him but the good priest. Well, Pat couldn’t turn back, 
there was no place for him to hide, and he wouldn’t run, so he bravely stag- 
gered on and, when he got up to the priest, he stopped, saluted with dignity, and 
said, “Will you please stand aside and let a Protestant go by.” ‘Laughter.) 

When Commissioner Read, acting for the Program Committee, requested me 
to prepare a paper for the Convention on a subject of my own choice, it occurred 
to me that no major problem before the Insurance Comimissioners is more 
worthy of earnest consideration, research, and study than that of evaluation of 
insurance company assets. ‘ 


Market Versus Liquidating Values 


The title is suggested by the proposition that “liquidating values” as repre- 
sented by stock exchange quotations are never, except momentarily, “market 
values” contemplated by makers of the insurance statutes of our several States. 

In providing a legal rule to be followed by insurance companies when listing, 
in annual statements. securities having no fixed term and interest rate, the two 
simple words “market value” are employed by 16 States. Eleven specify ‘“cur- 
rent market value,” six use the phrase “actual market value,”-while others call 
for “cash market value,” “reasonable market value,” “not above current market 
value,” “reasonable cash market value” and “reasonable value determined by 
Commissioner.” Boiled down, it appears that the several State law-making 
bodies had in mind a common purpose, adequately covered by the wnqualified 
term “market value.” 

The question now arises, What is “market value?” 

An Iowa court asserts: 

“The words ‘value’ and ‘market value’ are often used interchangeably, and 
both as being the equivalent of ‘actual value’ and ‘salable value.’” Hetland v. 
Bilstad, 118 N. W. 422, 423, 140 Iowa, 411. 

Bouvier says that “reasonable value” used im a sale is equivalent to “market 
value.” He also quotes three other definitions. In “Words and Phrases’’ a 
volume’ of definitions incident to court decisions throughout the United States, 
extensively used and considered authority by courts and lawyers, we find no less 
than 60 separate and distinct definitions of the term “market value.” 

A Wisconsin court states: 

“The ‘market value’ of land is the price that would in all probability result 
from fair negotiation, where the seller is willing to sell and the buyer desires to 
buy.” Maxon v. Gates, 116 N. W. 758, 765, 136 Wis. 270. 

A Missouri court has ruled that 

“The ‘market value’ of land is not the price it would bring at public auction 
and forced sale for cash, but such price as could be obtained for it from the 
usual and ordinary terms of private sale.” Metropolitan St. Ry. Co. v,, Walsh, 
92 S. W. 860, 868, 197 Mo. 392 (citing and approving the definition in Missouri 
Pac. Ry. Co. v. Porter, 230 3, W. 568, 112 Mo. 3€8). 

A Kentucky court holds thet 

“ ‘Market value’ means the fair value as between one who wants to purchase 
and one who wants to sell; not what could be obtained for it under peculiar cir- 
cuntstances when a greater than its fair price could be obtained, nor its specu- 
lative value at a sale which a prudent owner would make if he had the power of 
election as to the time and terms.” Madisonville, H. & E. R. Co. vy. Ross, 103 
S. W. 330, 126 Ky. 138, 18 L. R. A. (N. S.) 420 (quoting and adopting the defini- 
tion in 15 Cyc., p. 685). ‘ 


Key to Actual Market Value 


Still another Wisconsin decision, in fixing damages for the destruction of 
property. declares: 

“*Market value’ is that reasonable sum which the property will bring on a 
fair sale when sold by a man willing, but not obliged, to sell, to a man willing, 
but not compelled to buy.” Allen v. Chicago & N. W. Ry. Co., 129 N. W. 1094, 
1095, 145 Wis. 263. 

And I would like to invite your especial attention to this decision by an Iowa 
judge, because it seems to me that he has found the kernel in the nut, that he 
has found the key to actual market value. 

“In condemnation proceedings,” recites an Iowa court, “the only way to arrive 
at the cash market value of the land sought to be condemned is to estimate the 
specific identical land taken, by placing a value upon it; and this can only be 
done by a statement of facts, and by opinions and estimates of parties ac- 
quainted with the land. Upom such facts, opinions, and estimates of the land 
must the valuation be based. Wray v. Knoxville, L. F. & J. R. Co., 82 8. W. 471, 
473, 113 Tenn. 544.” 

Now, what has the Iowa court said? ‘He has simply said that market value 
is am arbitrary value and the only way to determine through that arbitrary 
process the nearest approach to the actual market value is to gather all the 
information that is possible from reliable sources concerning the particular 
thing to be values. That, in effect, is what the Iowa court has said. 

Notwithstanding the painstaking attention numerous courts have given these 
words, an adroit judge in the State of Georgia cleverly “passed the buck” when 
he held that 

“The words ‘market value’ have a plain, definite and well-understood mean- 
ing, as intelligible to the jury as to the court. Hence an attempt by the court 
to make them clearer by definition would tend to confuse rather than en- 
lighten.” Atlantic Baggage Co. v. Mizzo, 61 S. E. 844, 847, 4 Ga., App. 407. 

Out of this maze of legal opinion we are led to conclude the term “market 
value” has had no complete definition capable of satisfactory universal applica- 
tion and that, even though it is a very definite thing, serving a necessary and 
important purpose, it probably is not susceptible of clear definition. Some 
things are like that. No one has ever, with finality, determined the exact loca- 
tion of the magnetic North Pole, nevertheless that native magnet of the North 
is an unerring and constant guide in navigation on land and sea and in the air. 

A ceramic engineer remarked the other day: 

“Plasticity is something we know nothing about; neither chemistry nor phys- 
ical science can define it, but we know it exists. By reason of plasticity we mix, 
mold and burn our clays. Without plasticity there would be no clay industry, 
but the how or why of it has never been discovered.” 

In the same category comes “market value.” It serves a definite practical 
purpose but ean not be defined with the finality and directness usual to most 
things of every-day life. 

It is te be noted that in almost every instamee where courts have attempted 
a definition of “market value” the matter under consideration was either lands 


or merchandise. In none of the decisions referred to do we find an effort to 
set up a rule for the determination of market value of securities. Our present 
problem has to do almost entirely with the latter. 


A Business of Deferred Liabilities 


Insurance is a business of deferred liabilities and in that particular is funda- 
mentaily different from any other line of commercial activity. 
= recent editorial in an insurance publication’ of general circulation sets out 
that 

“An insufance company is a continuing institution which will not be ferced 
to liquidate its entire resources except under most unusual conditions.” 

When a man buys a suit of clothes, delivery is sure and immediate. If, upon 
payment of purchase price, delivery were to be promised in one, three or five 
years thereafter, the customer would retain an abiding interest in the future 
solvency of that clothing house. However, he tucks the package under his arm 
and can wander home devoid of care as to whether the merchant survives or 
fails on the following day. 

On the other hand, the tangible fruits of an insurance policy are not deliv- 
ered at time of purchase, such delivery depending entirely upon the happening 
of a contingency. Excepting life insurance, delivery under a large majority of 
policies issued is never made and the only fruit of the purchase is the intangible 
protection the policy affords. It follows that future solvency of an insurance 
company is of primary importance in order that delivery may be assured when, 
and if, the contingency covered arises. 

It is this “deferred liability’-feature that makes proper valuation of insurance 
company assets fundamentally different and extremely important. There is a 
close relationship between the value of company assets and the reserves“repre- 
sented thereby. 

The real purpose of an annual statement is to disclose the financial ability of 
a company to meet its liabilities. The liability being deferred, it follows that 
the deferred or future financial ability is of first importance. 

Assuming that a company has ample liquid assets promptly to meet its cur- 
rent liabilities, it seems to me that our chief concern is to determine the value 
that present assets will have at the time deferred or future liabilities mature. 
The laws require two things: 

(1) That assets of each company be valued at the close of each year; 

(2) That such values shall be the “market values.” 

Now, obviously, the purpose of fixing the market value is to determine 
whether the cash value, or ferced sale value, or liquidating value of securities 
owned by the companies will be sufficient fully to meet their respective liabilities 
at maturity. Hence, present market value, within the purpose of our several 
State insurance laws, must logically be construed as future or deferred liquidat- 
ing value. 

Who shall appraise and determine the value of securities that form the back 
log of solvent insurance? Insurance companies are under control of the States 
and supervision is a State responsibility and obligation. Insurance departments 
were created to discharge that responsibility and valuation of securities is a 
supervisory function. 

When the activities of an insurance company are confined within the bound- 
aries of its home State only one department is involved. When State lines are 
crossed, as cOmpanies embark on nation-wide programs, the complexity of the 
situation demands coextensive and cooperative activity by the several Commis- 
sioners and Superintendents of Insurance—hence the National Convention of 
Insurance Commissioners. 

What is the National Convention of Insurance Commissioners? It is a volun- 
tary organization born of necessity, extra-legal but functioning with authority 
arising from responsibility. Legal recognition by the several States is gradually 
being accorded the Insurance Commissioners’ Convention. Witness, for illustra- 
tion, the laws in some States requiring fire insurance companies to make annual 
reports of premium receipts and losses “in accordance with the classification of 
hazards by the Actuarial Bureau of the National Board of Fire Underwriters as 
approved by the Insurance Commissioners’ Convention.” 

It is pungently significant that dicta of the National Convention of Insurance 
Commissioners, when not in contravention of statutory law, are accepted as 
final by companies, the public and State regulatory bodies. 


~\ 


Exchange Quotations Normally Used 


The record indicates that excepting in a few critical years when it became 
necessary for the Insurance Commissioners Convention to sjep in with arbitrary, 
ageressive action, the matter of valuations has been left to the companies 
themselves, when compiling their respective annual statements, and that the 
companies have religiously employed for that purpose stock exchange or similar 
quotations as of the close of the last day of each calendar year. 

These values have generally been accepted by insurance departments as 
“market values” when, in fact, they have been “liquidating values” as of one 
arbitrarily selected day out of the 365 covered, and thus, frequently of a highly 
inflated character. Notwithstanding this practice, no State, in any of its insur- 
ance laws provides for the recording of “liquidating values” in annual state- 
ments. 

There follows the question, What are liquidating values? Probably because 
the term itself is so clear and self-explanatory, Bouvier and other authorities 
apparently have not deemed a definition necessary. 

We likely would all agree that the immediate price ome can secure in cash for 
an article offered at quick sale is its “liquidating value”; such as the price that 
can be had any particular moment for listed securities at the exchanges. It is 
my belief that liquidating values thus determined rarely reflect the “actual 
value,” the “market value.” the “actual market value” or the “reasonable market 
value” contemplated by creators of the various insurance statutes. Liquidating 
value may be higher or lower than true “market value.” It depends largely 


__upon the trend of the times, the urgency of the sale, and the amount of window 


dressing preceding the transaction. 

A typical example of preparing the public to absorb a large issue of ques- 
tionable value is to be found in manipulations preceding the listing on stock 
exchanges of Insull Utilities Investment, Inc., in the early part of 1929. Some 
206 individuals known nationally and whose investment in any stock would 
attract numerous buyers, were allotted 250,000 shares at $12 each. Im due season 
the public was permitted to “get its feet wet” and the public did get its feet 
wet—it jumped in up to Its speculative neck and the stock soared to $149. In 
less than three years receivers were in charge and they now report the stock 
valueless. 

The Indianapolis News,‘ commenting editorially on that affair last month, 
said: “The chosen 205 were, of course, dealers with a public following. Their 
opinion that the stock could be recommended to the people was necessary to 
create a market. Someone had to whip public enthusiasm about the issue to 
such a fever that a strong demand would be created * * *. The market was 
created not by value, but by the use of stock for speculative purposes.” (Italics 
ours.) 

It is estimated that 90 per cent of all transactions at the several exchanges 
ares speculative. So I submit, gentlemen, that when we permit the use of New 
York or other exchange values in determining the “market value” for annual 
statement purposes we are simply allowing the substitution of a rapidly fluc- 
tuating, unsteady, flighty, whimsical, speculative “liquidating value” for the 
more sedate, conservative, steady, reliable “market value” contemplated by the 
lawmakers in our several States as best suited to the type of sound and solid 
institutions insurance companies are supposed to be. 


PitfaHs of a ‘Fair Weather’ Rule 


Consistently employing stock market values for annual statement purposes 
inevitably means that in a period of inflation and overdeveloped prosperity, the 
financial structure of many companies wouldebecome a mere shell; values that 
do not exist would appear in annual statements with State official approval and 


1 John Bouvier, Bouvier's Law Dictionary, West Publishing Company (1914, volume II, 


page 2097.) 

2 Published by West Publishing Company, St. Paul. (Second series, 1914.) 

* Best's Insurance News, Alfred M. Best Company, Imc., publishers. Issue of Jan. 2 
1932, page 516. 
* Sept. 22, 1932. 
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‘dividends of real value, that- have not been earned, would be ‘distributed. among 
numerous stockholders. These same ‘companies would then be obliged to enter 
a succeeding period of depression and deplation in a famished condition, with a 
financial structure weakened in many cases to the point of insolvency and com- 
mercial liquidation. A rule that will not stand up through the rigor of Winter 
as well as during the balmy days of Summer is a fair weather rule and wholly 
unsuited for the measurement of insurance solvency. This is especially clear 
when we consider that the liabilities are Jargely deferred and. that continuing 
solidity is of immeasurable importance to the public. 

The “old school” insurance executive could probably be expected to plow back 
into capital structure the larger part of any inflated surplus, and thus provide 
a well-padded cushion for trying days to follow. However, there have been 
attracted to the insurance business in recent years many sveculators and pro- 
moters, sometimes referred to as financiers. who are inclined to treat an insur- 
ance “reserve” as an investment trust, without. much “trust,” rather than the 
“trust fund” it truly is. 

I think it is generally agreed that the Commissidners.made a wise move last 
December when they took command of the critical situation, abandoned the 
unreliable system of using “lieuidating values” as expressed by stock exchange 
auotations, and substituted therefor an arbitrary rule for’ measurement ef 
“market. values” to be reported by the companies in their annual statements. 

The country was in a precarious situation at that time. Banks were failing 
all ‘around us; business houses were closing their doors; Europe was broke and 
bankruptcy was the order of the day. Insurance alone.was standing as the last 
line of defense against the ravages of chaos. “What would the Insurance Com- 
missioners Convention do?” was. the all-important question passing from mouth 
to ear in anxious tones among the throng of uneasy insurance executives and 
press representatives mineline..in the corridors of the convention hall, while 
the Commissioners seriously debated the matter -behind closed doors. 

Tt has been observed that a situation involving three elements naturally pre- 
cedes an economie catastronhe, viz., an extended period of speculation. a tense 
psychological condition and a spectacular incident from an amexnected source. 

Thirty-odd years ago Wichita, Kans: was going through the excitement of a 
real estate boom. One morning a local newspaner announced in bold type 
across the top of the front page, “The Boom Is Over” and valu°s immediately 
tobagganed. Buildine stonped with structures half finished and. palatial resi- 
dences could be had for 10 errts on the dollar. 

Salter. in his recent book “Recovery—The Second Effort.’* concludes that a 


Single director of the Credit-Anstalt of Vienna, by asking for a revaluction of 


its-assets in the early Summer of 1931, ectually started the financial erisis that 
rapidiv spread throurhout the world with the fury of a storm’ at sea, » Being # 
second phase of the depression beginning in 1929. 


Anticipation of Next Era of Prosperity Urged 


Unfortunate action bv the National Convention of. Insurance Commissioners 
on that December dav in Nw York would, I am convinced, have voided many 
insurance policies and done itrepereble demere to our national economic struc- 
ture by sheking the founcetions of the institi‘ion of insrirance, the last bulwark 
remaining to succor an elrerdy imnoverished Netion. We had recently passed 
through an extended neriod of sneculstion, a tense psycholocies! condition 
existed and an imnroyidert move by the Trsurance Commicsioners Convention 
at that time woul? corte’»lv have nrevided the snectecular ircident. 

It has been predicted that the next p-riod of prasnerity will wifness specuia- 


tive enthnciesm even more violort then the last: Shall we. in such event, follow’ 


the rule of the rest and ratify annual stefements based uvon sneculative “liaui- 
dating yalues” fived hv stock merket aotetions. thus creating ton-heavv finan- 
ciel statements end felse surnluses out of which imorovident comnanies may 
decisre wnearned dividends, or, shall we enticin-t that situation and set up 
at this time a definite and permanent method of fixing the “market value” of 
securities for annual statement purnoses? 

I resncetfully submit, gentlemen, that the time hos arrived for constructive 
action in the latter direction, and recommend that this body in its convention 
powers take such action. My thouvht is that the Committee on Valuation of 
Securities, as now corstituted should be clothed with full authority to deter- 
mine, establish, and declare “market values” at anv and all times. and that 
these values should not recescarily be hosed on stock marke‘ auotetions alone, 
but_on the combined hest indement of the committer rs to the real. actual. or, 
if vou~please, ultimate value, having in mind the deferred character of the 
liab‘lities covered. 

In ell probability. the emereency of last December would not have arisen had 
there been an established rule to follow in such an exigency. The mere fact 
that pn emergency existed was proof that previous practice had been faulty. 
The denrer in anniving emergency methods to matters of paramount impor- 
tance is the possibility of. error. 


The purpose of this study is to find, if possible, a workable rule that may, _ 


for all time, eliminate the recessity of emere-nery action. If, after the following 
discussion, which will be led by Commisscioner DuLanev of Arkans®s, we develop 
a fixed and definite rule for companies to follow in the preparation of annual 
statements, and for the guidance of examiners as need arises throughout. each 
calendar year, my purpose will have been fulfilled. On the other hand, should 
this Convention decide that no change is necessary now, then it is to be hoped 
that the matter will Teceive your very serious consideration in the following 
months. and that perhaps later a change along the lines suggested herein may 
be adopted. (Applause.) 

PRESIDENT LIVINGSTON: Commissioner King of South Carolina states 
that a matter came up which prevented him from coming to this Convention 
and this paper will be discussed now by Commissioner DuLaney of Arkansas. 
(Applause.) 


Discussion by Arkansas Commissioner 


COMMISSIONER A. D. DuLANEY (Arkansas): Mr. President and members 
of the Convention: Permit me to express agreement with Commissioner Kidd's 
excellent paper on this subject. 

Mearket value. in both legal and common parlance, is the price at which one 
is willing to sell and another is willing to buy a given piece of property. The 
time and circumstances under which a sale is or must be made have much to 
do.in determining the price, and often we think that the market price is fixed 
where one has to sell and another is compelled ‘to buy. This is in the nature 
of a forced sale and not a true criterion. 

Knowledge or lack of knowledge of the thing sold will enter. We are often 
impressed by the apparent absence of real knowledge of values which determine 
a price in a depressed market and in a highly speculative period. 

Market values and liquidating values are not always the same. Experience 
teaches us that neither may really approach the true value. For the purpose 
of this discussion, we may take the position that liquidating value may more 
nearly approach the true actual value of investments held by insurance com- 
panies. This is true when we use liquidafing value in the sense of the amount 
that may be ultimately realized by proper management and administration of 
securities held by insurance companies or by any agency which can carry long- 
time investments. 

Statistics to most of us are uninteresting, but to say the least are often in- 
formative and any financial discussion without them would be a novelty. So 
permit me to give you a few figures on the last available information. 

First, on real estate loans: On June 30, 1931, Federal Land Banks and Joint 
Stock Land Banks had become the owner of farms, through foreclosure or by 
deed, which cost $112,000,000. They also had $20,000,000 of delinquent interest. 

Their situation is certainly no better today. And, by way of parenthesis, I 
simply use this line of investments as an illustration. The disposition of this 
property will necessarily affect real estate loans and real estate values, especially 
if it is disposed of at a depressed figure. 

I use the above lending agencies simply as an illustration. There are marty 
other lending agencies whose experience along this line and the disposition of 
properties acquired will affect values and loans in default and not in default. 
Most of the above Federal agency loans were made on the amortization plan. 

It is not necessary at this time to go into.a discussion of the causes of these 
delinquencies of the Federal supported and supervised loan system or the causes 
that affect real estate investments and loans of insurance companies or other 
lending agencies. At this time we are looking to values and remedies, instead 
of causes. It is important, however, to arrive at values and remedies, that a 
thorough understanding of the causes of the trouble be had in order that the 
proper remedy may be found and that similar conditions may not recur. 

It is important to remember that,real estate loans and investments of insur- 
ance companies of the United States approxima e $9,500,000,000. It may be 
conservatively estimated that 20 per cent of these loans are in default, espe- 
cially as to interest. 


A large amount of real estate is owned’in fee simple. Notwithstanding this 


condition, the diversified line of investments ef insurance companies presents - 


a very splendid picture. . This diversification has prevented a heavier loss than 
® J. A. Salter, published by Century Publishing Company, 1931. 





would have otherwise occurred. All things considered and compared with 
other. existing conditions, our insurance companies 

Since 1928 there has been a reduction in total mortgage holdings of most 
lending agencies. Life insurance companies in the very last few years have 
risen to first place in these holdings. «The holdings of commercial banks and 
farm mortgage lenders have declined. 

In 1920 life companies held approximately 12.4 per cent of the total farm 
mortgage debt, which increased to 22.9 per cent in 1928. For the same period 
the combined loans of the Federal and Joint Stoek Land banks increased from 
4.3 per cent to 19.1 per cent of mortgage credit. The holdings of commercial 
banks decreased 8 per cent in that period. 


Shift in Insurance Company Investments 


Insurance companies’ percentage holdings in their investment portfolios were, 
on the three dates given,-approximately as follows: 
Shifts in Insurance Investments — 
1906 1921 1931 
Railroad bonds amd stocks............ ccc cceeceee 348 229 16.2 
Public utility bonds and stocks % 3.0 10.8 
pe hace, IPRA REOORS oF eC eicicie Lhd cedecdee ‘ . 14 3.3 


344 86384 
2.0 23 


. 18.9 86 
Policy BEG Sick cha Ge spice ee ie cheese trate 13.0 159 
Other assets 44 48 


By the last Federal census West Virginia had the lowest mortgage list of 
17.4 per cent, and North Dakota the highést at 67 per cent. All other States 
ranged in between. 

In 1920 West Virginia had 14.2 per cent and North Dakota 71.1 per cent. The 
average for the United States in that year was 37.2 per eent, but it rese to 
41.9 per cent in 1930. 

The ratio of mortgage debt to the value of farms in West Virginia in 1920 
was 25.5 per cent; in 1930, 31.2 per cent. In North Dakota for the same periods 
it was 28.5 per cent and 38.1 per.cent, and the average in the United States 
for the same periods was, respectively, 29.1 per cent and 39.6 per cent. 

Note the steady increase of these percentages. Let us consider this dn con- 
nection with agricultural conditions as they have existed for several years and 
are likely to e#ist for several more. We are then brought face te face with 
the seriousness of arriving at values upon such # heavy line of investments, 
and it makes no difference by what agency they are held. 

In fact, these holdings, whether it be real estate, or real estate mortgages, 
or whatever line of investment that may be in the insurance company portfolio, 
are largely and vitally. affected by similar holdings of all other lending and 
hoiding agents. 

However, I am not unmindful of the faet that we faced a similar condition 
in many respects in 1907, 1914. and 1921, though, of course, not so world-wide. 
We know how quickly and steadily the tide changes, especially in real -estate 
values. It always comes back, bui the true value never returns to the equivalent 
of unnatural and fluctuated conditions. 

It is important that we determine in a definite way rules and remedies that 
should be followed for the ascertainment, preservation and appreciation of 
actual values. 

Commissioner Kidd suggests a standing commitiee with authority to deter- 
mine and declare market values at all times. It is an important and wise 
suggestion. Company investment portfolios are so large and future investment 
programs in such great amounts must. be outlinéd, that it is highly important 
that some unifcrm ‘an or rules be established by the combined experience 
and ae of all interested in the business, that a safe course may be 
pursu 

After the action of the Commissioners on the question of valuations last 
December many inquiries came to the Arkansas Depariment as to requirements. 
We simply advised them of the law as to reports, and naturally we preferred 
to follow vahiaticns permitted by the home State of the foreign company. In 
practically all instances we did this, and this stresses the importance of some 
uniform rule in the matter. Where a foreign company used the amortization 
rule, we required the rule to be stated. 

The only statute in force in my State on this question is one that affects 
bonds and other evidences of debt held by life companies which are amply 
secured and are not in default as to principal and interest. This statute lays 
down how these evidences of debt may be amortized. It is practically the 
New York statute. which is in force in many States and which it is unnecessary 
to quote here. My State can follow the resolution adopted by this Convention 
last June as to investments held by companies other than life. 

What are we -oinz to do about investments that do not fall under the statute 
quoted above? What amortization rules will apply? Some seund rule or action 
must be established that will apply to all other securities and all other com- 
panies than above referred to in the Arkansas statute. 


Amortization of Mortgage Loans 


We know that values and prices are vitally affected by the yield, and ihai 
yield is one of the most important things to be considered. If. you own ihe 
evidence of debt or have acquired the title to the property; if it has no yield at 
this time and no ascertainable market value, even though it may have some 
value, then some procedure must be established that justice may be done to 
the companies and te the policyholders. It makes no difference whether this 
condition applies to railroad, public utility or other bends and stocks, or farms 
and farm mortgages. It is my firm opinion that amortization rules showd 
be applied wherever it is possible to do so. 

Under present conditions and values it occurs to me that any agency that 
has a heavy line of real estate loans will have to make a large amount of 
renewals upon the amortization plan, 

I want to say, aside from the manuscript here, that I am not advised of the 
attitude of company executives upon that question; but; with the heavy Federally 
supervised loans, the heavy lending agencies, the lending agencies of heavy lines 
other than insurance companies, that is a vital factor in this question, and it 
appears to me that insurance executives must reach some definite plan of under- 
taking to amortize existing loans which they have. Often they can prevent 
foreclosures or taking title by deeds in those ways and work out under that 
plan. Where it is known that losses now exist in real estate owned or in real 
estate loans, or it is known that such will hereafter be sustained, I think amorti- 
zation should be had wherever possible. 

This is a far-reaching subject, and I simply submit these suggestions in this 
discussion. I have full faith and confidence in our great and reputable insur- 
ante companies and supervising officials to fully meet and work out this situa- 
tion. I take every cccasion to bespeak confidence to policyholders and to 
companies, and I do so now. (Applause.) 

PRESIDENT LIVINGSTON: This‘ends the program prepared today for the 
meeting and which was carried over from vesterday. 

COMMISSIONER DuLANEY: I have a little resolution I want to offer before 
you adjourn, Mr: President. 

PRESIDENT LIVINGSTON: The Secrétary will read the resolution. 

SECRETARY READ: “Whereas the ‘Weekly Underwriter, of New York, has 
in times past published the rulings made by the several Departments and by 
them forwarded to said ‘Weekly Underwriter’; and 

“Whereas the said ‘Weekly Underwriter’ has furnished each Department a 
printed copy of said rulings, together with a subject index of same, without 
charge to the Departments; and 

“Whereas these rulings have proven to be of very great value to the several 
Departments; now, therefore, be it 

“Resolved that this Convention hereby expresses its very great appreciation 
of said complimentary service and extends its sincere thanks to the said “Weekly 
Underwriter’ for the same.” 

Mr. President, I move the adoption of the resolution. 

COMMISSIONER DuLANEY: I second the motion. 

PRESIDENT LIVINGSTON: You have heard the resolution. A motion has 
been made for its adoption, and it is supported, All those in favor will signity 
by saying “Aye.” Opposed. The motion is carried. The Secretary will convey 
that to the “Weekly Underwriter.” 

At this time.I think that it would be very proper for someone to move that 
a committee be appointed to draft resolutions and present them to the man- 
agement of this hotel for the excellent manner in which they have treated us 
and given us privileges here during our stay. 

COMMISSIONER HARRY W. HANSON (Illinois): Mr. President, let’s add to 
that our thanks to the City of Dallas for this wonderful hospitality they have 
extended to us. I will make that motion and include with it our thanks to 
the railroads, and. perhaps others. 

PRESIDENT LIVINGSTON: It might be well to include all. We have cer- 
tainly had wonderful entertainment. Let us include all the insurance organ- 
izations and insurance companies and the splendid Commissioners of this State 


in a strong position. - 
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who have made this possible.- I am sure the committee will take into consid- 
eration all of them. - All those who favor the motion signify by saying “Aye.” 
Those opposed... It is carried. 

I will appoint Mr. Jess G. Read, Secretary of. the Convention, as, chairman of 
that committee, with power to appoint other members on it. 


INSURA! NCE co MMISSION ERS 3 


Is there anything )aore to come before the Convention at this time? If not, 
we will go into ‘an éxecutive session. We appreciate the atvendence of our 
guests and we will ‘aeet you all out at the Siate Fair grounds. The Commis- 
siohers and the stasfs of the Departments will please stay. 


The ‘session was adjourned at 3:30 p. m. 


THURSDAY MORNING SESSION, OCTOBER 20, 1932 


The Thursday morning session was called to order at 10:30 o'clock, President 
Charles D. Livingston presiding. 

PRESIDENT LIVINGSTON: Gentlemen, if those who are standing in the back 
of the room will eome forward and be seaied, we.will start the meeting. 

Gentlemen, we havea final report from the-Secretary with regard to the 
finances, the expenses and receipts of the Convention for-this year, and, in 
accordance with custom, I will appoint Mr. Averill of Oregon and Mr. Knott of 
Florida to audit this report at the proper time, ‘The Secretary also has another 
report which possibly should not be given in detail but he will explain fully in 
regard to if. 

The following is the financial report of Jess G. Read, Secretary-Treasurer: 

From Oct. 15. 1931, to Oct. 12, 1932. 
RECEIPTS 
Received from A. S. Caldwell, outgoing Treasurer 
Assessments-for 1931-32: 
California 


Pennsylvania 
Texas 

Missouri .... 
New: Mexico.... .. 


New Hampshire 

Michigan 

Maine 

Louisiana 

South Carolina * keredy ‘ 
Received from sale of aaa GE PURROORINGB acs oo 00s dsicsecceees ‘. 
Interest 


Balance on hand, Oct. 12, 1932 $2,661.33 

Since date of above balance, the following States have paid $75 each: Wash- 
ington, Virginia, Maryland, Hawaii, Oregon, New Jersey, Idaho, Vermont; and 
the following States have paid $50 each: Puerto Rico, North Dakota. 

SECRETARY READ: Mr. President, a part of this other report I do desire 
to read and will read all of it if the Commissioners desire. (Mr. Read read part 
of his report.) That report, Mr. President, is quite lengthy. Shali I put it in 
the Proceedings or read it? It covers possibly 20 or 25 pages. 

COMMISSIONER DUNHAM (Connecticut): Mr. President, I move-the- report 
be put in the Proceedings without reading. 

COMMISSIONER THOMPSON: I second the motion. 

PRESIDENT LIVINGSTON: It has been moved &andseconded that the report 
of the Secretary in regard te Convention examinations be printed im the Pre- 
ceedings and-not read at this time. You-have heard the motion. Is there 
any diseussion? All ‘these im favor, signify’ by saying “aye.” Those -epposed, 
“no.” ‘Fhe motion is carried; the report will be printed in the Proceedings of 
the Convention. 

The report follows: 

As Secretary of the Convention and Chairman of the Committee on Exam- 
inations, I wish to present the following report: 

At the adjourned meeting of the Convention in New York, Dec. 10, 1930, the 
following resolution was passed: 

“That the Secretary be instructed frem this date to notify each Commissioner 
of all Convention examinations and to report to the Convention annually the 
names of all companies ‘so examined, whe participated, and the amount of 
charges paid for such examination, and to whom paid, and to show the date of 
beginning and termination of the examina ” 

The above ‘resolution. was reaffirmed at the adjourned meeting of the Cen- 
vention in New York in Deeember, 1931. 

Under date of Sept. 19, 1932; your Secretary wrote to each Commissioner the 
following ietter: 7 

“At the adjourned meeting of the National Convention of Insuranee Commis- 
sioners at New York, December, 1930, it was voted that the Secretary should 
report to the Convention annually the names of all companies having Cenven- 
tion examinations, who participated, and the amount of charges paid for said 
examination and to whom paid. 

“Many of the States failed to give the Secretary this information last year. I 
am writing you to give me this information in-order that. I may present io the 
meeting at Dallas next month, and suggest it be in the form as follows: State, 
Company, Number Examiners, Expense, Date, To Whom Paid.” 

To the above letter, 33 States replied—15 Insurance Departments failing even 
to acknowledge receipt of the request for this information. 

No uniformity was followed in giving the information requested by your Sec- 
retary as outlined in his form letter of Sept. 19 and it is impossible to present a 
uniform report. 

I submit in detail as far as I am able, all information received from the sev- 
eral Commissioners—the information requested by the Convention resolution. 

Of the 33 States reporting, the following did not participate in any Convention 
examination: Arizona, Kentucky, Maine, Maryland, Michigan, Montana, New 
Hampshire, New Jersey, South Carolina, Vermont, Wisconsin, Wyoming, 

The following. States participated in Convention examinations: Arkansas, 
California, Colorado, Connecticut, Delaware, District of Columbia, Florida, 
Illinois, Iowa, Kansas, Massachusetts, Mississippi, New York, South Dakota, 
Tennessee, Texas. 

I have prepared a detailed statement showing the companies examined, who 
participated therein, the expense and the length of time requifed, from the 
information furnished me by the Commissioners reporting. Some of these gave 
more information than others and I have in my files the original report as 
made by each Department, in the event any member of the Convention desires 
to inspect same. JESS G. READ, Secretary. 

Detailed report of States participating in convention examinations since Jan. 1, 1931. 

Exmrs. Expense Beginning Znding 


10-6-32 


Arkansas: 

Central States Life 
Arizona: None. 
California: 

International Reinsurance Corporation 565; 5-4-31 

Pacific Indemnity Company 7-98-31 

Pacific American Fire we 521. 8-10-31 

Pacific American Insurance Company eee 4 9-14-31 

Occidental Life Insurance Company 749. 3-21-32 

Califormia-Western States Life Insurance Co. 1-18-32 3-19-32 


Exmrs. Expense Beginning Ending 
Colorado: 

American Woodmen 

Colerado Life Company 

Capitol Life Insurance Company 

American Life Insurance Company 

Continental National Life 

Merchants Fire Insurance Company 

Service Life Imsurance Co, 

Pacific National Fire Insurance Company.... 
Connecticut: 

Union Indemnity Company : . " July, 31 

A. ©. U. W.—Nerth Dakota 8-4-31 
Delaware: 

Home Life of. America 

Knights’ Life Insurance-Company of America 


District of Columbia: 
Mutual: 


No record 
No record 
No record 
No record 
No record 
No record 
No record 
No record 


12-31-30 
12-31-30 
12-31-30 
12-31-31 

4-30-31 

6-30-31 
12-31-31 
12-31-31 


12-31-31 
12-31-31 


hearia Insurance Compan ¥:. 
Péoplies Mutual Life Insuranee Company. 
Pierida: ‘ 
Peninsular Life .Insurance Company 
Iowa: 
American Automobile Insurance Company.... 
Central’ States Life Insurance Company. 
Fraternal Aid Union 
Woodmen of the World 
American National Assurance Company 
Tilinois : 
State Farm ‘Mutual Auto Imsurance coer 
Royal Neighbers:-ef- America .. 
Continental Company 
Federal Life Insurance Company . 
Nationa! Life-Trsurance Company. 
Kansas: 
Central Life Insurance Compan 
National Savings Life Insurance Company.... 
Farmers & Bankers Life Insurance Compery.. 


12-31-31 


8-2-31 
10-8-3} 
7-10-32 
4-10-32 

9-4-31 


12-19-31 
9-8-32 

10-19-32 

10-14-31 


Maryland: None. 
Massachusetts: 
Firemen's Fund Insurance Co. 
Firemen’s. Fund Indemnity Co. ............ 
Home Fire & Marime Insurance €o. 
Occidental Insurance Company 
Occidental Indemnity Company A 
Michigan: None (one to be called shortly on 
The Maccabees). 
Missouri: See separate statement below. 
Mississippi: 
Lamer Life Insurance Company 
Montana: None. 
New Hampshire: None. 
New Jersey: None. 
New York: 
Rova!. Neighbors of America 
North Dakota: 
Provident Life Imsurance Company 
Ohio: 
Ohio National Life Insurance Company... 
Ohio Casualty Insurance Company... 
Oregon: 
United Artisans Life Insurance Association... 
Neighbors of Woodcraft ° 
Oregon Mutual Fire InsurancesCompaiy. 
Oregon Mutual Life Insurance Company 
Pennsyivania: 
Superior Fire Insurance Company 
Mechanics Fire Insurance Company ... 
National Ben Franklin Insurance Company.. 
Girard Fire & Marine Insurance Company 
Concordia Fire Insurance Company 
Milwaukee Mechanics Fire Insurance Company 
Relianee ‘Life Insurance Company 
South Carolina: None. 
South Dakota: 
Bankers Life Seen s . 1931 
Central States Life viene nid s xp. 1931 
Kansas City Life . $25 & exp. 1932 
Tennessee: 
National Life & Accilent Insurance Company 
Life & Casualty Insurance Company ... 
Interstate Life & Aecident Company . 
Texas: 
Cemtral Surety & Insurance Corporation 
National Life & Accident Insurance Company 
Paeifie National Fire Insurance Company... 
Pen-American Life Insurance Company 
Relianee Life Insurance Company 
Woodmen of the World 
American Centra! Insurance Compeny 1,500.00 
Lamar Life Insurance Company Not nen 
The Praetorians 3,665.02 
Vermont: None. 
Virginia: See seperate statement below. 
Wiscensin: None. 
Wyoming: None. 


Examination incomplete. 


4-24-31 4-25-31 


12-31-31 


1,240.00 
1,009.00 
922.38 


2-28-32 
7-16-32 


1,446.71 
1,714.49 

924.09 
1,635.48 
1,160.12 
3,919.96 


Convention examinations made in Misseuri during the past year. 


Company Examiner 
Kansas City Life Insurance W. F. Mendenhall, Indiana.. 

Co.; examination made R. B. Mourely, Michigan.. 

as of Dec. 31, 1931; Kan- J. O. Melin, Minnesota a 

sas City, Mo.: W. M. Zuendt, Missouri... 
J. B. Harden, Missouri 
H. J. Nofman, Missouri ..... 
W. E. Crow, Missouri . bese 
Martha -E. James, Missouri... 
Kitty Underwood, Missouri.. 
Mary Kilholand, Missouri... 
A. C. Good, Missouri 
Assistant for Mr. Good ..... 
John. E. Higdon, Missouri.... 
R. C. Wade, North Carolina. 
G. A. Kelley, Oklahoma 1; 
W. J. Madden, South Dakota 3300.00 


Services Expenses Total 
$1,322.31 9911.82 $2234.13 
1,330.00 2,550.15 
2,361.43 


Totals $11,788.41 $31,389.47 


Employers Reinsuranee J. E. Higdon, Missouri $17.73 $17.73 
Corporation, Kansas City, VW’. E. Crow, Missouri ig 274.44 776.94 
Mo.; examination made G. W. Gray, Missouri : 552.14 519.64 
as of Oct. 31, 1931: H. J. Norman, Missouri .... 177.09 

Kitty Underwood, Missouri. . 520.99 
J. E. Armstrong, Texas 810.49 
G. A. Kelley, Oklahoma 806.47 
Ray M. Myer, California.... 822.52 
Totals .. $3,982.78 
Typing and ‘other expenses. . 


American National Assur- A. C. Good, Missouri. 
ance Co., St. Louis, Mo.; W. C. Stacey, Kentucky 
examination made as of C. G. Cole, lowa 
June 30, 1931: 


$68.25 
234.86 
209.27 


Totals $512.38 $1 974, 88 


Central States Life Insur- 
ance Ce., St. Louis, Me.: 
examination made as of 
Sept. 30, 1931: 


C. Good, Missouri - $1,175.00 
H. Galbraith, Missouri .. 937,50 
H. E . Missourt. . 230.00 
ary Kilholand, Missouri. 615.00 
J. Normen, Missouri ‘ 

' E. Chewning, Misrouri.... 
E, 
D. 
J. 


$632.55 
517.70 


af 807.55 


Crow, Missouri 
Morrow, Arkansas ... 
Madden, South Dakota 
“iH. Steward, Wyoming 
R. P. Abbott, Iowa 


> s0gmEx 34> 


1,123.12 

Totals $11,999.42 

Central Surety & Insur- 
ance Corporation, Kan- 
sas City, Mo.; examina- 
tion made as of Dec. 
31, 1931: 


Schleip, Calif. 
. D. Banks, Oklahoma .... 
. L. Clayton, Oklahoma 
. E. Armstrong, Texas 
W. Gray, Missouri 
Kitty Underwood, Missouri. 
W. E. Crow, Missouri 


#: 838.32 
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Iafermation concerning cenvention examination ef Virginia insurance companies 
ducing the year 1931. 
1. American Fidelity & cenuaity Company, Richmond, Va.; 
31. 


examination began May 
11, 1931, clo-ed May 30,. 193 












State. Perjdiem Expense 
Examiners caenene charges To whem paid 
VOCBIBU: 5 Ste cae gicseses Bart B.. Come vscscs es None > | NAF Pre eee 
a OS ae ae er Samuel Haviser ........ None DOIN Hans cmeciec da sdceeecess 
Vir@iMie 0. cise dec cswesces Dearne. FEO, «2 oie vin ios 0.08 None NOME ocr c's cscs csepcvccsecs 
RORGE. xcs c0es suceccsces es William Palimer ....... $350.00 $240.00 William Palmer 
Total keel ee $350.00 $240.00 
2. Continental Life Insurance Company, Washington, D. C.; examination began 
Jume 15, 1931, cloced June 27, 1981. ‘ 
State Per diem Expense J 
Examiners charges charges To whom paid 
WAMU. o's 6s ccnp 4s e805 tds Earl B: Combs None $62.30 Earl B. Combs 
VIMEO coc sccnssentuses dé Samuel Hauser . we None 114.30 Same! Hauser 
WIVES , o scat te des 3s 5% Deane Haw ..... 38 None 114.89 Deane Haw 
District of Columbia....C. F. Creighton None MOM onc cccmcccesecvcscecs 
North Carolina .......... Rogers C. Wade $399.00 134.03 Per diem to Dan C. 
i ——__—_- — Boney, Comr.; ex- 
Tel on Yes 87e3 ans 07 $300.00 $125.93 pense to Mr. Wade 


3. Life Insurance Company of Virginia, Richmond, Va.; examination began Nov. 1, 
1981; closed Jan. 23, 1932. 





State Per diem Expense To whom paid 
Examiners charges charges 
Virginia Earl B. Combs ......... None None 
Virginia Samvel Hauser ....... None None 
Virginia Deeme. TG ose cisgecave None None 
VimmIMtR oo icc ccc evevceess Charles Givems ........ None None 
ORIGHOMA: 2. 505 Fee cee se BH. ©. Starke- .:).05..6. $1.150.°0 $588.68 H. O. Starke 
North Carolina ......... w. W: Kurfees. ........ 237.59 Hod ee eee ak - 
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PRESIDENT LIVINGSTON: Gentlemen, we have an address this morning 
that I am sure you will enjoy. Commissioner Van Schaick of New York will 
address the Convention on “Insurance Administration as a Public Service.” 
(Applause.) : 

SUPERINTENDENT VAN SCHAICK (New York): Mr. President, if i may be 
pardoned, before presenting the paper which I have on the subject which you 
announced, I want to offer. a resolution. On July 11, 1932, there retired from 
the Massachusetts Department as First Deputy, Arthur E. Linnell, who had 
been with the Department for over 40 years and one who had been an associate 
in this Convention during almost that entire length of time. 

I have often said, Mr. President, that it is much more difficult to be a good 
Deputy than to be a Commissioner of Insurance. A Commissioner can delegate 
the matters that he does not know or understand, but he delegates them ‘to the 
Deputy, and the Deputy has to know every phase and every angle of the matter 
of: insurance administration. .I have such a high regard, as we all have, for 
the very distinguished work which has been done by our associate of these 
many years that I wish to offer the following resolution: ; 

Resolved, That this Convention express to its member and long-time associate, 
Arthur E. Linnell of Massachusetts, its congratulations upon the completion by 
him of an unusualiy long, brilliant and constructive term of office; that the 
wish and hope of the Convention is that Mr. Linnell will continue to attend 
Convention s2ssions and to give of his advice and couns:l as in the past, and 
that the years of his retirement may prove to be years of happiness and ac- 
tivity. ‘Applause.) 

I move the adoption of that revolution. 

COMMISSIONER DUNHAM: I second the motion. 

PRESIDENT LIVINGSTON: You have heard the motion. I will ask that it 
be carried by a rising vote of every member in this room, in recovni.ion not only 
of the vote but in recognition of the services of Mr. Linnell. Will you p':ase rise. 
(Applause as all stand.) - 


Insurance Administration as a Public Service 

SUPERINTENDENT VAN SCHAICK: To the student of law interested in 
growth and progress there is no more significant development than that branch 
of jurisprudence which is called equity. As old rules became too narrow or 
were felt to be out of harmony with the advance of civilization, it was seen 
that machinery was needed for their gradual enlargement and adaption to new 
views of society. 

The great Dutch publicist and law-giver, Hugo Grotius, defined equity as being 
“the correction of that wherein the law by reason of its universality is deficient.” 
With clearness and simplicity Sir Wiliam Blackstone explained its application 
by saying in his Commentaries on the Laws of England, “Since in laws all cases 
can not be foreseen and expresséd, it is necessary that, when the general decrees 
of the law come to be applied to particular cases, there should be somewhere a 
power vested of defining those circumstances which, had they been foreseen, 
the legislator himself would have expressed.” 

The two great historic instances ‘of the growth and application of this idea 
ameliorating. the hardness and rigidity of the rules of law are the Praetor at 
Rome and the Chancellor in England. The story of each is inspiring proof that 
the law with all its defects is a living, growing, changing fabric, moulded to 
conform to advancing ideas of fairness and justice. 

It is imteresting to observe that every Commissioner of Insuranee is, from 
time to time in the insurance field, called upon to use his position and power 
to relieve the public against a too strict application of the law of contracts. 
The public service thus rendered is no inconsiderable part of the justification 
of the position of insurance administrator. 

The insurance contract is complex. It is rarely understood or even read by 
the contracting policyholder. Certain provisions of the policy are made man- 
datory by statute. Because the language used is that of the insurer, by a well- 
established rule of construction, if any doubt arises as to meaning, it is resolved 
against the one who chose the language. The benefit of the doubt is thus given 
to the assured. 

Regrettable as it may be and particularly in view of this rule of construction 
in cases of doubt, an insurance company must always be on the alert to protect 
itself against unfounded claims. A company should resort to every possible 
means to protect itself against imposition. ~This is its privilege as well as its 
imperative duty. The ease with which manufactured claims have at times been 
established to the satisfaction of courts and juries has been a drain upon com- 
panies’ financial resources. It is eventually reflected in increased rates for 
insurance which the general public has to pay. Consequently all through the 
insurance contract have come provisions to protect a company against fraud 
and imposition and thievery which even in modern civilization must be antici- 
pated. 

An insurance company has the strictly legal right to enforce these protective 
provisions to the letter. Yet an insufance company has no moral right to 
invoke restrictions of. a policy to reduce or defeat a reasonable claim. The 
very foundation of the insurance business lies in the payment of losses and 
claims that arise under policies, 

Nothing is more capable of undermining public confidence in the institution 
of insurance than irregular claim practices. The true spirit of insurance pro- 
tection contemplates that the technical provisions of contracts are to be con- 
sidered in the highest degree of good faith. They are not designed to afford 
any company a legal loophole through which to avoid the payment of legiti- 
mate losses. The harassed assured is not merely chagrined, but feels a deep- 
rooted disgust and a sense of injustice when informed that by reason of a 
certain clause or sentence inconspicuously contained in the contract of insur- 
ance there is no coverage on the loss sustained. 


Duty to Prevent Hardship and Injustice 


There is a duty on the part of supervisory officials to the public and to 
policyholder who knows nothing of insurance contracts, who is not familiar 
possible, the rigid terms of contracts and practices which, while generally 
necessary, might work hardship and injustice in individual cases. A considerable 
share of an insurance department’s activities consists in trying to secure and 
present the facts to insurance companies where it is clear that strict enforce- 
ment of terms and conditions would bring hardship in individual cases. The 
various clauses in contracts prepared by the companies and by their experts, 
attorneys, and underwriters are designed to guard a company against imposi- 
tion and to protect company funds from those who consider such funds a fair 
mark for their own advantage. As a consequence it happens that the innocent 
policyholder who knows nothing of insurance contracts, who is not familiar 
with those he has—and if he were would not be able to understand their 
technical operation—becomes a victim of misunderstood technicalities. It be- 
hooves insurance departments everywhere to use their best efforts in such 
cases to so marshal the facts as to convince insurance company management 
that equity should prevail. 

There have thus grown up certain standards of conduct expected of com- 
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panies engaged in furthering the social institution of insurance which by com- 
mon consent -have become the accepted practice of responsible companies. No 
comprehensive enumeration is now attempted. As illustrative of such standards 
reference is made to a few common instances.” 


No responsible company will keep silent about claims where the claimant 

is in ignorance or resides in foreign lands. The tragedy of the poor who are 
handicapped by an unfamiliarity with language and customs of new surround- 
ings is one well known to social workers everywhere. It is only just to insurance 
to say that reprehensible action along such lines rarely occurs. When it does 
it can be attributed to the callousness of some overzealous claim agent whose 
action the insurance company will in most instances promptly repudiate when 
it comes to light. 
, The cutting and shaving down of claims without right or without conscience 
is universally condemned. In some cases a company should lean backward 
instead of forward, particularly when dealing with: a widow or beneficiary of 
the breadwinner who was the assured. There is\constant need for sympa- 
thetic accord with the social concept of insurance. , 


Dilatory tactics or high-pressure methods as means of forcing settlements at 
reduced or unfair bases are likewise condemned by all responsible under- 
writers. _No high-grade company will endeavor to scale down settlements by 
negotiations of a hageling and bargaining nature. No unfair advantage should 
be taken of imperative and immediate need. It is then that the unfortunate 
are entilled to especial care and protection. 


There should be a fair disclosure of the existence of policies and of undisputed 
evidence within the knowieage ot a company. A company and its policyholder 
do not stand on an equal footing. A company has superior facilities for in- 
vestigation and the ascertainment of facts. It is the truth of the matter which 
is sought when facts seem to be in dispute. A claim that is just should be 
willingly paid, regardless of whether the claimant is in possession of legal 
proofs, where tie company is satisfied that the claim is well founded. Re- 
strictive features of a policy Should never be invoked to defeat a just claim. 
Protecting oneself from imposition and fraud is a very different thing from using 
clauses inserted in contracts ior that purpose as a means to impose upon and 
defraud those who have contracted with it. One of the great insurance super- 
visors, former Superintendent William H. Hotchkiss, of New York, years ago 
called to the attention of this Convention that protective clauses in insurance 
contracts are similar to extreme penalties in the criminal law. Each has its 
proper function in unusual and appropriate cases. To use them generally and 
indiscriminately is to frustrate the very reason for their adoption. 

Responsible companies make prompt and full ‘payment of their contract. 
obliga ti ns, Théy reject claims only for good and sufficient reasons in closely 
disputed cases. Where general doubt exists a mutually advantageous avoid- 
ance of the expense and delay of litigation is sought through a fair compromise. 

A company which stands on its strictly legal rights with respect te time 
within which notice should have been given unjustly cuts off meritorious claims 
where it has been unprejudiced by the failure to give timely notice. No com- 


pany wishing the respect of iis competitors or the public will bar just claims 
by highly technical defenses. - 


Moral Obligations Generally Fulfilled 


Through the complaint bureaus of the respective Insurance Departments 
and members of the staff charged with similar duties there is constanly 
being Laken up quesiions involving the ioregoing and similar standards. It is 
to the great credit of the institution of insurance that it is almost universally 
true that a company will not insist upon its strictly legal rights if there is a 
moral obligation to forego them. Not only carrying out the fundamental con- 
cept of insurance, but wishing the decent respect of one’s associates leads 
insurers .to act fairly. In representing the public by laying individual cases 
before companies under his jurisdiction, a Commissioner of Insurance performs 
a public service of no small magnitude. 

In New York the activities of the Department along this line of public 
service are exercised through the Complaint Bureau. Since the organization 
of this Bureau in 1912 there has been a@ vast’ improvement in the relationship 
between the insuring public and the companies. The analogy between the 
development of equity as administered by the Chancellor.and a Compiaint 
Bureau carrjed on by a Commissioner of Insurance is not at all close. The 
Commissioner of Insurance has behind him not a legislative mandate, but the 
force of public opinion. The custom has persisted so long and is so universal 
that in time it may become a part of the iegal fabric. In the meantime the 
opporiunity for public service on the part of a Commissioner of Insurance has 
not only been presented, but has been cheerfully accepted. 

The Complaint Bureau is the common avenue of approach to the Insurance 
Depariment. Not only does it handle complaints against companies and assist 
as mediator from time to time, but there are entertained complaints against 
brokers, agents and adjusters as well. It also furnishes insurance information 
generally. During 1931 the New York Complaint Bureau investigated 2,105 
cases, and of a result thereof 202 agents's licenses, 26 brokers’ licenses and 3 
public adjusters’ licenses were rev@éked. In other cases warnings were given. 
Many disputes as to claims were adjusted. 

The work of a Complaint Bureal is not the only means by which an insurance 
administrator performs a public service. Every activity of an Insurance De- 
partment has to do with some form of public service. Every policyholder has 
a direct and continuing interest in the financial condition of the company with 
which he deals. The vast army of people which contributes to the accumulated 
wealth held by insurance companies in trust for the unfortunates who suffer 
loss looks to the insurance supervisors to safeguard those funds in the event 
its confidence in the integrity and ability of company officials has been mis- 
placed. In fact the people all too trequently know nothing about the custodians 
of those funds other than that they are answerable to State authority. It is 
sometimes said that it is the duty of an-.administrative official to administer 
the law as he finds it, and that the responsibility for changes therein lies with 
the legislative branch of government. Supervisors of insurance, however, can 
best see the errors and weaknesses in the statutes which were administered. In 
discharge of the obligation to public service it is necessary to urge in no un- 
certain terms the enactment of legislation designed to accomplish those ends 
which will best serve the public need. a 

The influence which a Department of Insurance has upon management of 
a company constitutes another phase of the same subject. Members of the bar 
are often said to have “the ear of: the court.” By this is meant that by fair 
and honorable dealing, by conformance to high ethical standards, by probity 
and integrity, courts and judges trust them and rely upon them. In the various 


dealings between insurance company and supervisory officials the reputation 
of management is of similar import. 


Common Sense Needed in Administration 


In insurance superyision there must be strict compliance with the require- 
ments, both statutory and otherwise, as to examinations, reports and various 
other actions and activities of companies. Always, however, the administration 
of law should be combined with common sense. Whefe a discretion exists it 
should be intelligently and sanely exercised. ‘The exercise of discretion is often 
controlled by confidence. The greatest asset of any insurance company is man- 
agement. One of the most satisfactory phases of insurance supervision comes 
from dealing with management that has won a department's confidence by the 
way in which it has conducted its business and its departmental dealings. 
When such a management has shown by its past record that it can be im- 
plicitly relied upon, an Insurance Department will in proper cases act accord- 
ingly and lessen the rigidity of discretionary requirements. A record of achieve- 
ment without indulging in sharp practices means more in the eyes of an insur- 
ance supervisor than underwriting profits. 

There is no office within the State that affords greater opportunity for 
public service than that of insurance supervisor. Every phase of civilized life, 
every class of person and every type of business comes in contact in some 
degree with insurance. Each activity of an Insurance Department is directed 
toward some form or other of the public interest. Whether it be by inducing 
managements to fulfill moral and equitable responsibility to policyholders or 
the protection of company funds or the ascertainment of facts as to solvency 
and responsibility, or whether it be in the regulation of rates for insurance 
so as to keep them adequate for solvency, yet also reasonable and nondiscrimi- 
natory, the activities of the administrator are constantly directed toward the 
advancement of the public welfaré. Hand in hand with every other activity, it 
is the duty as supervisory official to inform and educate the public so that at 
least the fundamentals of present insurance problems become known and ap- 
preciated by the policyholder or beneficiary. 

The thousands of persons who consult the State Insurance Departments of 
this country for advice, counsel or information, or who appeal from oppressive 
conditions still te be found in the business, give evidence of the opportunity 
for service. The manner in which these various problems and appeals are 
met means much to the future of insurance. The attitude of departments and 
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the results: obtained: may answer -the question as to whether insurance will 
contiriue to be sought as the great alleviator of human misfortune. 


It is by means of insurance contracts that men lessen the severity of unfore- 
seen and unexpected losses by the small sacrifices of others. The depression 
has brought out the fact that these basic principles of insurance deserve a 
much more extended application. Insurance teaches a lesson which ought to 
help in’ solving present social and economic problems. No element of our 
civilization is better equipped to meet forces of destruction and revolution than 
those trained in the principle of small sacrifices to help carry otherwise unbear- 
able burdens. 

It will be a service of unusual magnitude if the Insurance Commissioners of 
the United States can register in the minds of citizens everywhere that here 
is a principle that may well be developed and extended throughout the indus- 
trial and economic life of the Nation. (Applause.) 

PRESIDENT LIVINGSTON: This paper, I knew, you all. have heard with a 
great deal of interest. -I think it. sets out exactly what every Insurance De- 
partment is trying to do. 

I will now call upon Commissioner Mortensen, who is to discuss this paper 
before the Convention. ‘(Applause.) 

COMMISSIONER H. J. MORTENSEN (Wisconsin): Mr. President and fellow 
Commissioners, ladies. and gentlemen interested in the insurance business: 
Before I proceed with the. discussion of the paper that has just been read, with 
the permission of the president and the members of the various Departments 
present, I desire to make an announcement which I believe is of deep interest 
to all of you, especially those who are engaged in the life insurance business. 

As you know, one of the largest life insurance companies is domiciled in the 
State of Wisconsin, the State that I have the honor to represent. Through 
the death of its president, a vacancy was crcated some months ago. A meeting 
was held yesterday, and that vacancy was filled by one of the vice presidents 
of that company. 


Former Commissioner Named Company President 


The Northwestern Mutual Life Insurance Company stands out throughout the 
Nation as one of the largest companies and cne of the most efficient companies 
in the life insurance field. The man who was chosen president to head that 
company yesterday is a man who was formerly associated with some ef you 
who are here today, a former Commissioner of the State of Wisconsin, who 
served in the capacity of Commissioner from 1915 to 1919. ‘It was my pleasure 
to first meet this man in the service of the State in the Legislature of 1909 
and 1911, when we were plowing through some of the great problems that 
were then confronting the State and the Nation. Yesterday he was chosen 
as the leader of this company. His name is Michael J. Cleary, of Milwaukee. 
(Applause.) 

Now, as to the paper that I will discuss this morning, I wish to say, Mr. 
President and members of the various Departments repregented here, that I am 
not able to do justice to that paper, for two reasons. One is that the paper 
was not brought to my attention until after I had gotten to Dallas. A copy of 
it-was transmitted to me by air mail, so that, in contrast with the other discus- 
sions that have been put on paper and handed to the Secretary to be incor- 
porated into the minutes of these meetings, I have nothing to offer. 

Another reason why I am not prepared to go into an analysis of this paper 
is that, from what little cursory examination I have been permitted to make 
of it, it appears to me that it has written a chapter in the outline of the conduct 
of Insurance Commissioners which we can take home with us and study and 
accept fundamentally, at least in its entirety. As has been stated by the 
president, following the giving of the paper, it is an outline of what the various 
Departments throughout the Nation have been doing along the line of a public 
service not only to the general public, with which we are fundamentally con- 
cerned, but with the insurance companies in the way of guiding them and 
showing them some of the things that are necessary in order that they may 
the better be able to serve the policyholders and the people who are interested 
in insurance problems. 


Principle of Equity Predominates 


I like the fundamental principle that we find throughout this paper—the 
matter of equity; because, after all, it is equity that we are all after. In an 
early day, through Roman history, when Justinian was laying down the funda- 
mentals of law, and later when we got to the Napoleonic Code, and then we 
crossed the Channel and took up the civilization of England, which was trans- 
mitted to us and became the’ principles and rules that underlie our juris- 
prudence, we found that there was a certain rigidity, certain principles of law 
that could not be applied to each and every particular case, but it was neces- 
sary to find some flexibility somewhere, and the courts of chancery of England 
began to lay down those rules. 

He who seeks equity must do equity. He who comes“into court must come 
in with clean hands if he wants the consideration of the court. So it is with 
our Insurance Commissioners; so it is with our insurance companies. Each 
and every one of us must be on our guard to see that the element and the 
principle of equity pervade throughout. . 

I recall in-an early day one of our principal men of literature said that: 


“Vice is a monster of so frightfal mien 

As, to be hated, needs but to be seen; 
Yet, seen to oft, familiar with its face, 

We first endure, then pity, then embrace.” 


Those of us of the legal profession, when a client comes to us, are sometimes 
doubtful as to the merits of his case, but as we study it and believe it and 
prepare for trial, we become possessed and obsessed with the idea that his is 
the only right issue that is involved, and, as we come to try that case, we begin 
to realize that if his interests are not protected by the court and it is not found 
in his favor, justice has miscarried. We are inciined to become a little bit 
warped as we study these questions, on the one side by the Insurance Com- 
missioners, on the other side by the companies, as they are delving into their 
problems, of which they have many, and which are troublous at this time. 
They in turn find that they are engrossed so deeply in the interest of the 
solvency of their companies, in the protection and preservation of their assets, 
that they possibly try to draw the principles, the cold principles, of law too 
closely, and to exercise what they believe is their right and their authority. 

In that respect, friends, in the administration of our duties, I~believe the 
only way is to put our feet under the table and the cards on the table and 
face the facts, whatever they may be, and come to a common understanding. 


Illustration of Departmental Action 


As an illustration of that principle, let me say that shortly after my induc- 
tion into office there ‘came under my observation a fire involving a large sum 
of money, the total loss of an entire block of mercantiles, including the de- 
struction of the contents. There was an element of explosion in it which 
made questionable the liability of the insurance companies. The case dragged 
along for many months; there were many companies involved, and the policy- 
holders were getting exercised as to whether or not they would be paid out. 

The Insurance Department was appealed to, and a hearing was held. Before 
testimony was taken the first thing that was done by counsel for the insurance 
companies was to interpose an objection to the Insurance Department taking 
jurisdiction, on the ground that it was practically none of the Insurance De- 
partment’s business. The objection was promptly overruled, the hearing went 
on, and, in the end the Department took the position that the insurance 
companies had long since passed out of the realm of individual and corporate 
concern and domain and had emerged into the light of public or quasi-public 
interest and it was the duty of every Insurance Department, wherever there 
was a question of right or wrong involved in an insurance contract, to go into 
the merits of it and see whether or not these insurance companies were dilatory 
and were harassing these policyholders or not. 

The results of that investigation were these: That some of those claims were 
settled to the entire satisfaction of the policyholders. In the balance of them 
the insurance companies and the policyholders joined hands and instituted 
proceedings against the comimon enemy, and those cases are still pending. 
But that case—and all the Commissioners have had similar experiences—re- 
sulted in a good feeling being established between the Department and the 
insurance companies. Justice was done, equity was carried Out in that respect. 


Transfer of Cases. to Federal Courts 


I might go on and cite you two or three other illustrations along that line 
to show you what I believe is the duty of am Insurance Department in relation 
to these problems. of insurance that have been spoken of here time and time 
again in this session and elsewhere in the Convention. Nearly every person 
existing is interested, directly or indirectly, in this great institution of insurance. 

I might go on’and relate to you another illustration of where an insurance 
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company has questioned. the right of the Department to revoke their license; 
where they have removed a case to the Federal court in which the Department, 
outside of, the constitutional rights. of any company, has taken the position 
that it goes farther and deeper than that; that, in accordance with the sworn 
oath that the Commissioner has taken in order to regulate, to look into. the 
metheds and practices of insurance companies as to whether or not they are 
dealing equity and justice to the policyholders, it can be determined whether 
or not, when a company puts down in writing, under oath, that it will not 
remove a case from a State court to a Federal court while it is doing business 
within the confines of that State, that company breaks faith with the Depari- 
ment.if it violates that written contract; that if a company can take the position 
that a Department cannot revoke a license under those conditions, then it can 
also mandamus a Department to permit a foreign company to come within 
the State and do business contrary to the ethics and the rules and the regula- 
tions laid down by that Department. 

That case that I have just cited grew out of facts that I will relate briefiy: 
A poor man, having a small mercantile establishment, was wiped out by fire 
in his absence. Attorneys for the policyholder brought suit in a State court. 
The company theretofore had subscribed to a rule, under oath, that it would 
adhere to the State laws and would not remove a case to the Federal court. 
On the last day for answering, without giving any reason whatsoever as to 
why it was done, without giving any reason why it had not settled the case, 
for there was practically nothing that the Department could find wrong about 
it. it secured an order removing the case to the Federal court. The attorney 
for the policyholder appealed to the Department and said that he had a poor 
client, that there was_no district judge, United States district judge ‘at the 
preséhtt time the bench is vacant), that he would have to go to great expense 
to bring the witnesses of his client to the seat of the Federal court, that at 
least the company ought to have disclosed the reasons why it was not paying 
out that contract. 

The Department took the same position. and counsel for the insurance com- 
pany, without disclosing their defense, simply interposed. an objection to the 
Department taking jurisdiction or investigating the case. We took the position 
that the insurance companies under no circumstances could plead that they 
could not get justice in a State court as well as in the Federal court, but, if 
they insisted upon going into a Federal court, that they then were given a 
right and a privilege which a local company could not take advantage of; 
that there was no way under which a local company or a domestic company 
could harass or embarrass or delay settlement on that ground, and if the 
foreign company could do that then they were enjoying a privilege and a right 
within the confines of the State which a local company had no right to perform. 

In equity and justice, whether we are right on the law or not, we believe that 
that principle should be invoked. 


Substantial Law Observance Required 


Now, I know in my State I have reasons to believe that some of the com- 
panies think that we are rather drastic and we are adhering strictly to the 
statutory law and requiring them to abide by it. I want to say that, in common 
with all other of the Commissioners. we simply take the position that there 
must be a substantial compliance with the laws of the State of Wisconsin, and 
we believe that we are not rendering service to the public, as a Department, 
unless we require those companies to substantially comply with the law. 

After all, those laws are not put on the statute books by the Commissioner; 
they are there after having had due consideration by the Legislatures of the 
various States. and, for sundry and various reasons, they have been placed in 
the laws of the various States for these Commissioners to abide by. 

I want to say that to me comes at this time a thought expressed by a philos- 
opher which I believe it is well to inject here. It lies in all out social relations 
upon this trip and in this Convention and elsewhere as I have come in contact 
with these men. As expressed in~this paper by Mr. Van Schaick, there are 
certain companies that are so high in their standard of ethics and in the 
conduct of their business that we do not question them whatsoever, and in>all 
of the cases that have come before mc in my Department where I have criti- 
cized the companies they have come in and we have come to a common under- 
standing, and I say to them—and I believe it is the spirit that should prevail 
throughout— 


“If I and you could only know, 
With an inner sense divine, 
The meaning of your heart and mine; 
I’m sure that we would differ less 
And clasp our hands in friendliness; 
Our thoughts would pleasantly agree, 
If I knew you, and you knew me.” 


We are not far apart in this great institution of insurance. We are all work- 
ing for a common end. You insurance companies take the policyholder’s money 
and he has a right to expect for that consideration that you will pay out that 
contract according to its tenor, unless there is something in it that discloses to 
you that it is of a nature false. And, in that respect, I want to say here, and 
I believe it is the course taken by al] Commissioners, we know that there are 
some people who are unscrupulous and will seek to make insurance companies 
pay out where there is no justice in paying out. As to those, we take the posi- 
tion, just as rigidly as we would against a company if we believe it is in the 
wrong, we take the position of seeing that that company is protected against 
those unscrupulous attacks. We believe that the money that is gathered in by 
these insurance companies is simply in trust for the benefit of the policyholders 
and that whenever there is an attempt at an invasion upon justice to take some 
of those funds away from some of those who are justly entitled to them, then 
it is the duty of the Commissioners, as public administrators, to simply say 
“Hands off!" and guard against that. | 

I am sure that if we will take this message given by the Superintendent of 
New York home with us and re-read it and apply it in our principles, it will 
be a safe guide, not only to the Insurance Commissioners but to the insurance 
companies, and, in a common interest, that we will go forward and build greater 
things for the institution of insurance. (Applause.) 

PRESIDENT LIVINGSTON: Are there any committees or any chairmen who 
wish to report upon the action of any committees of this Convention at this 
time? 


Report of Valuations Committee 


SUPERINTENDENT VAN SCHAICK: The report, Mr. President, of the Com- 
mittee on Valuation of Securities, as to the moneys collected for the book last 
year and the contributions received_so far this year, has been filed with the 
Secretary. The report follows: 

Contributions received by the Superintendent of Insurance of the State of 
New York for the publication of the book, “List of Securities Held by Insurance 
Companies,” for the year ended Dec. 31, 1931: 

Cash on deposit in Burrows National Bank, Andover, N. Y., July 30, 

1931 ‘page 153, Convention Proceedings for 1931). 


John C. Kidd, Commissioner of Insurance, Indianapolis, Ind. ......... 
E. W. Clark, Commissioner of Insurance, Des Moines, Iowa 
Howard P. Dunham, Commissioner of Insurance, Hartford, Conn. ..... 
Philip H. Wilbour, Commissioner of Insurance, Providence, R. I. ...... 
C. R. Horswill, Commissioner of Insurance, Pierre, S. Dak. .... 
Harry W. Hanson, Superintendent of Insurance, Springfield, Ill. ...... 
Max Fernandez, Superintendent of Insurance, Santa Fe, N. Mex. ...... 
H. O. Fishback, Insurance Commissioner, Olympia, Wash. .. 
Charles T. Warner, Superintendent of Insurance, Columbus, Ohio 
Dan C. Boney, Insurance Commissioner, Raleigh, N. C. ............... 
C: D. Livingston, Commissioner of Insurance, Lansing, Mich. ......... 
Merton L. Brown, Insurance Commissioner, Boston, Mass. ............ 
W. B. Harrison, Commissioner of Insurance, Atlanta, Ga. . 
Jess G. Read, Insurance Commissioner, Oklahoma City, Okla. ........ 
Wilbur D. Spencer, Commissioner of Insurance, Augusta, Me. ......... 
William C. Walsh,.Commissioner of Insurance, Baltimore, Md. ........ 
Bush W. Allin, Insurance Commissioner, Frankfort, Ky. .............. 
Garfield W. Brown, Commissioner of Insurance, St. Paul, Minn. ...... 
S. A. Olsness, Commissioner of Insurance, Bismarck, N. Dak. ......... 
Charles C. Greer, Superintendent of Insurance, Montgomery, Ala. ..... 
Joseph B. Thompson, Superintendent of Insurance, Jefferson City, Mo. 
Frank H. Smith, Commissioner of Banking & Insurance, Trenton, N. J. 
A. D. DuLaney, Commissioner of Insurance, Little Rock, Ark. 
James G. Shaw, Insurance Commissioner, Dover, Del. ......... 
Theodore Thulemeyer, Insurance Commissioner, Cheyenne, Wyo. ..... 
Robert C. Clark, Commissioner of Banking & Insurance, Montpelier, Vt. 
W. V. Knott, State Treasurer and Insuranee Commissioner, Tallahas- 
see, Fla. 
W. A. Tarver, Chairman, Board of Insurance Commissioners, Austin, 
Texas . 


25.00 
125.00 
600.00 

75.00 
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C: F. Armstrong, Insurance Commissioner, Harrisburg, Pa. 
Lee Herdman, Acting Commissioner of Insurance, Lincoln, Nebr. ...... 
W. H. Bakes, Director of Insuranc2, Boise, Idaho 
John E. Sullivan, Insurance Commissioner, Concord, N. H. ............ 
George P. Porter, State Auditor and Commissioner of Insurance, 
SUUAOTR,, BME. so o5.0.0:5 ets 6VOEaE OND ea ee peusdcrvardecdestoarucescsece 
E. Forrest Mitchell, Insurance Commissioner, San Francisco, Calif. .... 
Charles F. Hobbs, Commissioner of Insurance, Topeka, Kans. ......... 
A. H. Averill, Insurance Commissioner, Salem, Oreg. ...........++. ose 
H. J. Mortensen, Commissioner of Insurance, Madison, Wis. .......... 
E. S. Smith, Insurance Commissioner, Honolulu, Hawaii 
Sam B. King, Insurance Commissioner, Celumbia. 5. C. ............6.. 
J. G. McQuarrie, Commissioner of Insurance, Salt Lake City. Utah.... 
George A. Bowles, Superintendent of Insurance, Richmond, Va. ....... 
J. I. Reece, Commisstoner of Insurance, Nashville, Tenn. .............. 
Jackson Cochrane, Commissioner of Insurance, Denver, Colo. ......... 


Total contributions from other State Devartments.................. $12,485.00 
George S. Van Schaick, Superintendent of Insurance, Albany, N. Y. ... 5,000.00 


Total contributions for Valuation Pamphlet, Dec. 31, 1931 


DISBURSEMENTS 
Poor’s Publishing Company 


Cash on deposit in Burrows National Bank, Andover, N. Y.. 


Amount advanced by National Convention of Insurance Com- 
missioners May 14, 1932 


Total contributions received from State Departments for 


Oct. 3, 1932, check to Jess G. Read, Secretary-Treasurer, refund on 
wee MC BY FeO. Bi era asics oe ca becuse are ctietean 


$18,359.16 
Poor's Pupemting Company BOF Weiss ee So ceccc cis tuevecisace $18,359.16 


Contributions received by the Superintendent of the State of New York for 
the publication of the book, “List of Securities Held by Insurance Companies,” 
for the vear ending Dec. 31, 1932: ’ 

Harry W. Hanson, Superintendent of Insurance, Springfield, Ill. ...... $1,000.00 
John C. Kidd, Commissioner, of Insurance, Indianapolis, Ind. .......... 500.00 
H. O. Fishback, Insurance Commissioner, Olympia, Wash. ............ 125.00 


Total contributions for 1932 $1,625.00 


PRESIDENT LIVINGSTON: Is there anything you wish to say in regard to 
that, Mr. Van Schaick? 


Further Report Promised in Deeember 


SUPERINTENDENT VAN SCHAICK: The committee has no further report 
to make at this time but will have a report at the December meeting. 


PRESIDENT LIVINGSTON: Is there any other committee that wishes to 
report? Mr. Bowles. 


SUPERINTENDENT BOWLES (Virginia): I desire to offer the following 
resolution: 


Whereas, The National Convention of Insurance Commissioners is now con- 
cluding its sixty-third annual meeting, held in the great State of Texas through 
the gracious invitation of our First Vice President, Judge W. A. Tarver, Chair- 
man of the Board of Insurance Commissioners of the Lone Star State, and. his 
colleagues on the Board, W. S. Pope and Raymond S. Mauk; and 

Whereas, The general Committee on Arrangements and the local committees 
of Dallas, Houston and Galveston by their thoughtiul consideration and untir- 
ing efforts have not only demonstrated to us the true significance of Texas hos- 
pitality but have made our visit to their State such an enjoyable occasion that 
it will never be effaced from our memories; therefore be it 

Resolved, That the National Convention of Insurance Commissioners, hereby 
records its gratitude to the general and local committees through whose ar- 
rangements we have been privileged to visit Texas and three of its thriving 
cities, to view their progress, to meet their citizens and to enjoy their cordial 
welcome and generous hospitality; and be it further 

Resolved, That we express our appreciation to the managements of the Baker 
Hotel at Dallas, the Rice Hotel at Houston, and the Buccaneer Hotel at Gal- 
veston and the Missouri-Kansas-Texas Lines for their courtesies to the Con- 
vention and its individual members. 

I move the adoption of this resolution. (Applause. 

COMMISSIONER DUNHAM: I second the motion. 


PRESIDENT LIVINGSTON: You have heard the resolution and every one 
of us fully agrees with the resolution of appreciation for what these gentlemen 
have done, what the cities have done, and the Secretary, I am sure, will ac- 
knowledge properly the Convention’s thanks to all these gentlemen, in accord- 
ance with the resolution. You have heard the resolution and it has been moved 
and seconded that it be adopted. All those in favor, please signify by standing. 
(Applause as all stand.) Thank you. 

We also might ask a vote of our guests who are here, those who have enjoyed 
this hospitality with us. Will you please stand. (Applause as guests and visi- 
tors stand.) Thank you, gentlemen. 

COMMISSIONER DUNHAM: Mr. President, I regret to ammounce the death 
of my distinguished predecessor, a former President of this Convention, a gen- 
tleman of great culture and ability, Burton Mansfield, and I move, sir, that a 
committee of three be appointed to present resolutions upon his death to be 
inscribed upon our minutes and to be sent to the family. 

MR. NELSON B. HADLEY (New York): I second the motion. 

PRESIDENT LIVINGSTON: All those in favor of the motion, signify by 
saying “aye.” Those opposed. It is carried. I will appoint Commissioner Dun- 
ham as Chairman and Commissioner M. L. Brown of Massachusetts and Com- 
missioner H. O. Fishback of Washington as the other member of this com- 
mittee. 

Is Mr. Cousins in the room? I think he had some announcements to make. 

COMMISSIONER FISHBACK (Washington): Mr. President, I am wondering 
if the Convention would be willing to listen to me for five minutes, or not to 
exceed ten, on this matter of supervision? 

PRESIDENT LIVINGSTON: Mr. Fishback, we would be glad to listen to you 
for an hour, and we will be delighted to accede to your request. 

COMMISSIONER FISHBACK: This is a subject which has come very near 
to our Department and which has had very great attention from our Depart- 
ment, and I am only going to speak on one phase of the work—and that is 


THURSDAY AFTERNOON 


The final session, Thursday afternoon, was called to order at 2:25 o'clock, 
President Charles D. Livingston presiding. 

PRESIDENT LIVINGSTON: Gentlemen, we will now come to order. 

An announcement that I would like to make, Secretary of State Conway 
of Louisiana and Insurance Commissioner Walmsley extend a warm invita- 
tion to the members of this Convention and guests who are going through 
New Orleans on the way home to take luncheon with them tomorrow in the 
City of New Orleans. Mr. Conway is not here, but if any of you can acecpt 
this kind invitation, I wonder if you will see Mr. Walmsley either on the 
train tonight or between now and then. So they will all know you, Mr. Walms- 
ley, will you please stand. (Applause.) 

Mr. Fishback has left the room and he asked that the Convention not be 
called to order until he gets back, so we will wait just a moment, if you 
will bear with us. 

I wonder if the Committee on the auditing of the Secretary’s Report is 
ready to report. Commissioner Averill. 

COMMISSIONER A. H. AVERILL (Oregon): Mr. Chairman, we, the wader- 
signed, have examined the cash book of the Treasurer and have found voudhers 
and canceled checks covering all expenditures for the period of October 15, 
1931, to October 12, 1932, and find that the balance shown in said cash book 
agrees with the balance as shown on deposit in the bank as per the bank’s 
statement of October 12, 1932. This report is signed by W. V. Knott and 
A. H. Averill, Committee. 

I might also say, Mr. President, that we found the Secretary’s books very 
carefully kept. 
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the accident and health matters, and particularly as accident and health mat- 
ters appertain to the industrial portion of our people. 


Assistance in Health and Accident Claims 


Nineteen years ago, in April, I appointed our Mr. Donnely under the title 
of inspector, who has given his time very largely to this matter of looking 
after the claims of our, industrial people—not in regard to workmen’s compen- 
sation, but with the Government—during all these years, and he has proven 
himself a man well worthy of the position which he has had and to which 
he has been giving nearly his full attention. 


We, as has been stated by our worthy Superintendent of Insurance of New 
York, are just as anxious to see that justice is done by the insurance companies 
as to see that the insurance companies do justice to our people, and, with this 
in view, when a claim comes before us, we first take the matter up with the 


companies and, if necessary, we call for the files of the company in regard 
to this particular claim. 


One of the first things we found in the reports which we received from the 
companies’ files was the matter of technical terms used by the physicians, which 
the ordinary man knows little about. Mr. Donnely asked for some help, and 
we gave him the privilege of buying such books as he desired to have to help 
him in this work, by which he would find what the real trouble was with a 
good, honest workingman which was described in Latin terms, etc., by the 
physician: and which meant nothing particularly to Mr. Donnely at the time 
until he had gotten these books. 

Then we go to the claimant and do what we can, and we take up with the 
adjuster the matter of payment, if necessary. Finally, if necessary, we bring 
the claimant and the adjuster together and Mr. Donnely goes with them and 
goes to their physicians and he thoroughly discusses all the conditions in regard 
to the claim. If we are satisfied that the claim is not a just one, we tell the 
man so to start with, and will have nothing further to do with it. If we are 
satisfied that the claim is a just one, we will go to the last ditch to see that it 
is paid. And, the companies knowing this, I know that we have beem able 
to save our industrial people on claims which involve such a small amount 
that no attorney could afford to take them if he got all that was coming to 
them; and yet, to this claimant, this workingman, the few dollars which he 
is honestly entitled to means a great deal, and the fact that the companies 
know that they are going to be called on the carpet makes it unnecessary in 
very, very many cases for use to take any very drastic action in order to get 
a proper settlement of the claim. 


Attorneys’ Fees Sometimes a Factor 


I know not long since where one company undertook to settle a claim with 
a poor woodsman whq was injured, probably for life. They wanted to pay 
him a few hundred dollars, and the man was likely to take it. He had put 
it in the hands of an attorney, and the attorney was going to get pretty much 
all that the fellow would have gotten. I worked for several weeks, in connec- 
tion with Mr. Donnely, and we finally got a settlement of $5,000 for this man 
from the company. The attorney then wanted to charge him $750. He had 
done nothing but write one or two letters. I said, “No; you can’t have any 
$750,” and finally made him accept $250 for his fee, and the man got his 
$4,750 in cash. 

Now, that is rather an extreme case; but we do have hundreds and hundreds 
of cases where we get for these poor, honest workingmen small claims which, 
to them, mean a great deal. In some cases I will say—and I have said to our 
appropriations committee in our Legislature—that it costs the State of Wash- 
ington more to get that money for that poor, honest workingman than the 
claim amounts to; but he is entitled to it and our Department is established 
for the purpose of helping him and, when we help him we help, maybe, 100 
others that we don’t know about. I just thought that perhaps a few words 
along this line might help some of the younger and newer Commissioners who 
have not had the years of experience that our Department has had along this 
particular line. 

Ours is a Department—the same as I hope every Department is—a Depart- 
ment for service to the people and a service of giving to the companies every- 
thing which the laws of our State guarantee the companies. 

Gentlemen, I thank you. (Applause.) 

PRESIDENT LIVINGSTON: Mr. Fishback, I weuld like to ask you: Do you 
think there is a deliberate attempt to beat down the claim on the part of the 
adjuster? What is your reaction to that? 

COMMISSIONER FISHBACK: Oh, I think, Mr. Livingston, if you would go 
to the bottom of it, you would find that there was, on the part of some com- 
panies, a desire to avoid payments as far as possible, unless they are too open 
and above-board and would result in injury to the company. But if they 
think they can put something over, in many cases I am sure they will do it. 

PRESIDENT LIVINGSTON: Gentlemen, Mr. Cousins has some announce- 
ments to make. I might say that immediately after, these announcements are 
given we will adjourn for luncheon at the home of the American National, 
and if Commissioner Averill and Commissioner Knott will see Mr. Read they 
will probably be able to check the report during the noon hour, so as to have 
a report on the audit of the Secretary’s report by the time of the afternoon 
session. 

COMMISSIONER BOWLES: Mr. President, I should like to ask for a meeting 
of the Committee on Health and Accident immediately upon adjournment; I 
would say, in the left-hand corner of the room. 

PRESIDENT LIVINGSTON: Are there any other committee meetings to be 
called? 

COMMISSIONER BONEY: I should like to ask the members of the Executive 
Committee to meet here in this room immediately upon adjournment of this 
session. 

Mr. COUSINS: Mr. Chairman and gentlemen: You are to be the guests of 
the American National Insurance Company for luncheon today at the home 
office downtown. The American National Insurance Company is the largest 
of the Texas life insurance companies, both in point of assets and in point of 
volume of business in force, and they are very anxious to make you welcome 
at their home office for a buffet luncheon which will be served at 12:30. (An- 
nounces luncheon arrangements, including transportation to and from the 
luncheon.) 

PRESIDENT LIVINGSTON: Gentlemen, if you will kindly comply with 
Mr. Cousins’ request in his announcement; these street cars cannot remain 
standing here long, and I assume that the 12:15 time has been arranged so 
as not to interfere with the regular schedule of the street cars. I have been 
asked to say that visitors to the Convention, as well as the regular Commis- 
sioners, are invited to attend the luncheon. If the chairmen of the two com- 
mittees will have in mind the 12:15 leaving of the street cars, I know that it 
will be appreciated. 

We will stand adjourned to reconvene at 2 o'clock. 


SESSION, OCTOBER 20, 1932 


PRESIDENT LIVINGSTON: Thank you, Mr. Averill. 

COMMISSIONER DUNHAM (Connecticut) : I move the report be received 
and filed. 

SUPERINTENDENT VAN SCHAICK (New York): I second the motion. 

PRESIDENT LIVINGSTON: It has been moved and seconded that the 
Auditing Committee’s report be received and filed. All those in favor, signify 
by saying “Aye.” Those opposed, “No.” It is received and filed. 


Resolution on Death of Former Member 


COMMISSIONER DUNHAM: Mr. President, I would like to introduce this 
before the Resolutions Committee. The committee which was appointed to 
draw up resolutions om tbe decease of Burton Mansfield, Insurance Com- 
missioner, have this report to offer. 

Burton Mansfield, Insurance Commissioner of the State of Connecticut 
for some 14 years, passed away at his home in New Haven on October 3, 
1932, at the age of 76 years. 

A graduate of Yale University, a prominent member of the bar, a patron 
of art and literature, a prominent and active member of the Episcopal 
Church, Mr. Mansfield was beloved by a wide circle of friends in all walks 
of life. 

In 1893 Mr. Mansfield became Insurance Commissioner of Connecticut to 
fill an unexpired term. In 1911 he was appointed Insurance Commissioner 
for a term of four years and ted twice. As Insurance Commissioner 
of Connecticut he was réspected by all who came in contact with him. As 
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a-member of. The National .Convention of. Insurance Commissioners -he was 
ever active and his judgment:was often: sought by his fellow commissioners. 
He served as its President and as a member of important committees of 
the Convention. 

Be it. resolved, therefore, that this minute be spread in -the - Proceedings 
of the. Convention and that a copy be sent to Mr. Howard Mansfield, brother 
of. our former associate and co-worker. 

PRESIDENT LIVINGSTON: With the. consent of the Convention, this 
—_— is adopted and the Secretary will write the family an appropriate 
etter. 

. Gentlemen, the time for the election of officers for the ensuing year has 
arrived and I am going to call Vice President Brown to the Chair. 

Vice President Garfield W. Brown (Minnesota) takes the Chair. 


Election of New Officers 


_CHAIRMAN BROWN: Gentlemen, the first order of business is the elec- 
tion of a President of this Convention for the ensuing year. Nominations 
are now open. 

PRESIDENT LIVINGSTON: Mr. Chairman, at the close of a year when 
I have had the support and the help of every Commissioner in the United 
States, loyal, helpful support and a close friendship with every one, I am 
pleased to say that I am here to nominaté a man for the Presidency whom 
we all know and who has worked with me loyally, helpfully, in every way 
that he could. It gives me great pleasure to nominate First Vice President 
W. A. Tarver for the position of President of the National Convention of 
Insurance Commissioners. ‘(Applause.) 

COMMISSIONER W. V. KNOTT (Florida): I second the motion. 

COMMISSIONER AVERILL ((Oregon): Mr. Chairman, I move that the 
nominations be closed and that the Secretary be instructed to cast the 
wnenimyoaus ballot of this organization for Commissioner W. A. Tarver for 
President. 

COMMISSIONER MORTENSEN (Wisconsin): I second the motion. 

CHAIRMAN BROWN: It has been moved and seconded that the nomina- 
tions be closed and the Secretary be instructed to cast the unanimous ballot 
of this Convention for Hon. W. A. Tarver of Texas as President for the 
ensuing year. Are you ready for the question? All in favor of the motion, 
signify by saying “Aye.” “Contrary, “No.” . 

The motion is unanimously carried. If 


organization for the election .of- Hon: Dan C. Boney of North Carolina as 
Second ‘Vice: President. All. those in favor of the motion, signify by saying 


: “Aye.” Opposed, “No.” The motion is carried. 


SECRETARY READ: Acting on instructions, I hereby cast the entire vote 
of this Convention for Hon. Dan C. Boney as Second Vice President ‘of our 
Convention for the ensuing year. ‘(Applause.) 


PRESIDENT LIVINGSTON: At this time I will recognize Mr. Rouble of 
California, who is representing Mr. Mitchell, in regard to a matter that 
Mr. Mitchell submitted to this Convention at the June meeting. Mr. Rouble. 


Size of Executive Committee Increased 


Mr. LAWRENCE ROUBLE (California): Mr. President, at the last session, 
California had reserved for itself the privilege of suggesting an increase in 
the membership of the Executive Committee. I therefore move, Mr. President, 
that action be taken at this time to increase the membership of the Executive 
Committee by one. 

PRESIDENT LIVINGSTON: Gentlemen, you have heard the motion. Mr. 
Rouble makes the motion that, in accordance with a notice filed by Com- 
missioner Mitchell in June, the membership of the Executive Committee be 
increased ‘by one. Do I hear any support? 

SUPERINTENDENT VAN SCHAICK: I second that motion. 


PRESIDENT LIVINGSTON: The motion has been seconded Is there any 
discussion upon this question of an increase in the number on the Executive 
Committee? If not, I will put the motion. All those in favor of the motion 
to increase the Executive Committee by one, signify by saying “Aye.” Opposed, 
“No.” .The motion is carried. 

We will now ‘go to the election of a Secretary. 

COMMISSIONER DUNHAM: Well, Mr. Chairman, I take great pleasure 
in nominating our efficient present Secretary, Mr. Jess G. Read, for another 
term, or make it for life. 

SUPERINTENDENT BOWLES (Virginia): I second the motion. 

DEPUTY COMMISSIONER GOUGH: I wish to second the nomination 
and to make the usual motion that the nominations be closed and the 


President be instructed to cast the unanimous ballot of the Convention for 





one of the Presidents will step up and 
relieve me now, I will be glad to step 
off the platform. 

SECRETARY READ: Acting upon in- | @ 

structions from the Convention, as Sec- 
retary, I cast the unanimous vote of the 
Convention for Hon. W. A. Tarver for 
President for the ensuing year. (Ap- 
plause.) 
. PRESIDENT LIVINGSTON: I am go- 
ing to put this into effect this year. 
Instead of calling each one, we are going 
to have them ait-iine up here and we are 
going to get a speech out of everyone 
of them, whoever is elected, instead of 
stopping in our deliberations. 

The position of First Vice President is 
the next office to be filled and nomina- 
tions are now in order. 


First Vice-President 


COMMISSIONER C. R. HORSWILL 
(South Dakota): I wish to nominate 
Mr. Garfield W. Brown of Minnesota as 
the First Vice President of the Conven- 
tion for the ensuing year. 

DEPUTY COMMISSIONER C. A. 
GOUGH (New Jersey): I second the 
nomination. : 

PRESIDENT LIVINGSTON: The 
name of Garfield Brown of Minnesota 
has been presented by Commisisoner 
Horswiil and supported by Commissioner 
Gough of New Jersey. Are there any 
other nominations? 

COMMISSIONER. MORTENSEN: I 
move the nominations be closed and the 
Secretary be instructed to cast the 
unanimous ballot of the Convention for 
Garfield Brown for Vice President. 

DEPUTY COMMISSIONER GOUGH: 
I second the motion. 

PRESIDENT LIVINGSTON: You 
have heard the motion and it has been 
seconded. All those in favor, signify by 
saying “Aye.” Opposed, “No.” The mo- 
tion is carried. 

SECRETARY READ: I take great 
pleasure in casting the unanimous vote 
of the Convention for Hon. Garfield W. 
Brown of Minnesota as First Vice Presi- 
dent of this Convention for the ensuing 
year. (Applause.) 


Second Vice-President 


PRESIDENT LIVINGSTON: The next 
position to be filled is that of Second 
Vice President. 

SUPERINTENDENT J. B. THOMP- 
SON (Missouri): I would like to place 
in nomination one of our officers who 
has been very faithful in attendance and 
in his duties to the work and very loyal 
to the organization of this Convention. 
He is now head of the Executive Com- 
mittee and I would like to nominate Mr. 
Dan Boney for Second Vice President. 

COMMISSIONER DUNHAM: I sec- 
ond the nomination. - 

DEPUTY COMMISSIONER GOUGH: 
I move the nominations be closed and 
the Secretary be instructed to cast the 
unanimous ballot of the Convention for 
Commissioner Boney as Second Vice 
President. 

COMMISSIONER FISHBACK: I 
would like to nominate Mr. Harry W. 
Hanson of Illinois for Second Vice Presi- 
dent. 


all conflagrations. 


Withdrawal of Nominee 


SUPERINTENDENT HANSON (Ili- 
nois): Mr. President, may I say a word? 
I appreciate the dean of the Convention's 
placing my name before this body but 
I would like to withdraw, as I see that 
that is the proper thing to do. I thank 
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withdraw my nomination. 

COMMISSIONER KNOTT: I second 
Mr. Gough’s motion. 

PRESIDENT LIVINGSTON: It has 
been moved and seconded that the nom- 
inations be closed and the Secretary 
cast the unanimous ballot of this 
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When the test comes, different qualities 
of strength and courage stand out. 


Back of the policies of the Hartford one 
finds a strong, stable company that has 
met its every obligation for more than 122 
years ...a company that has weathered 
successfully five wars, seven panics, and 
Of such stuff is the 
Hartford made . . . on such you may de- 
pend at all times, under all conditions. 


Not only is the Hartford old and strong, 


but it is progressive. With its allied com- 
panies it offers every form of insurance 
to meet every modern need, to completely 
protect your home and your business 
against financial loss or disaster. And this 
broad program of insurance is yours, 
through a Hartford agent in your vicinity 
—as near you as your telephone. Call 
him today.* Ask him to show you ex- 
actly how you stand in this matter of pro- 
tection—what the Hartford can do for 
your security and safety. 


* If you do not know the name of the Hartford agent look under “Hartford” in your tele- 
phone book. If he isn’t listed, write the Hartford Fire Insurance Company, Hartford, Conn. 
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FIRE INSURANCE COMPANY 


HARTFORD ACCIDENT INDEMNITY CO. 


WRITE PRACTICALLY EVERY FORM OF INSURANCE EXCEPT LIFE 
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Hon. Jess G. Read for the office of Secretary of the Convention for the 


year. 

SUPERINTENDENT THOMPSON: I second the motion. 

PRESIDENT LIVINGSTON: It has been moved and seconded that the 
President cast the unanimous ballot. All those in favor of the motion, 
signify by saying “Aye.” Opposed, “No.” It is carried and every vote of 
this Convention is hereby cast for Jess G. Read as Secretary. (Applause.) 

The Chairman of the Executive Committee is next. 

DEPUTY COMMISSIONER GOUGH: Mr. Chairman, I think we ought 
to take that ballot over again; Mrs. Read just came in the room. 

PRESIDENT LIVINGSTON: Do I hear a nomination for the Chairman 
of the Executive Committee? 4 

COMMISSIONER DuLANEY: Mr. President, one of the war shorses among 
the younger Commissioners,—he is not so young in point of service but young 
in age, you can tell that by the way he gets around, comes from a State 
that always has to be shown, and I take pleasure in showing him every once 
in a while. I want to nominate the Commissioner from Missouri for that 
position, Hon, Joe B. Thompson. 

COMMISSIONER R. M. WALMSLEY (Louisiana): I nd the motion. 
PRESIDENT LIVINGSTON: You have heard the nomination of Jose! 
B. Thompson of Missouri to be Chairman of the Executive Committee. The 

motion has been seconded. ° 

SUPERINTENDENT BOWLES: Mr. President, I take a great deal of 
pleasure in placing in nomination the Commissioner from the State of New 
York, Mr. Van Schaick. 

SUPERINTENDENT VAN SCHAICK: Mr. President, I certainly appreciate 
such a very fine compliment from the Commissioner of Virginia and the 
suggestion has been made before to me in the course of the morning, not 
by him but by someone else. It would be impossible for the Chairman of the 
Valuations Committee—and I assume that the Superintendent from New 
York will continue his accustomed place as Chairman of that Committee— 
to take on any additional work of the Convention. While I appreciate the 
suggestion just made, I must decline to have my name considered. 

I would take this opportunity of giving an additional second to the nomi- 
nation of Commissioner Thompson of Missouri. 

DEPUTY COMMISSIONER GOUGH: I move the nominations be closed 
and the Secretary cast the ballot. 

COMMISSIONER FISHBACK: I second the motion. 

PRESIDENT LIVINGSTON: It has been moved and seconded that the 
nominations be closed and the Secretary cast the entire ballot of the Con- 
vention for Mr. Joseph B. Thompson of Missouri as Chairman of the Execu- 
tive Committee. All those in favor, signify by saying “Aye.” Opposed, “No.” 
It is carried. 

SECRETARY READ: Acting on instructions of the Convention, I hereby 
cast the unanimous vote of this Convention for Hon. Joseph B. Thompson 
of Missouri for Chairman of the Executive Committee for the ensuing year. 
(Applause.) 


Members of. Executive Committee Named 


PRESIDENT LIVINGSTON: The members of the Executive Committee at 
the present time are Jos. B. Thompson, Harry W. Hanson, G. S. Van Schaick, 
S. A. Olsness, Robert C. Clark, Theodore Thulemeyer. That number has now 
been increased by one, making a committee of seven to be elected. Nomina- 
tions are in order for the first member of this Committee. 

COMMISSIONER AVERILL: Mr. Chairman, believing that the Pacific Coagt 
should be represented on this Executive Committee, it is with great pleasure 
that I offer the name of the Hon. H. O. Fishback as a candidate for one 
position on the Executive Committee. 


SUPERINTENDENT VAN SCHAICK: I second the motion. 

COMMISSIONER DAN C. BONEY (North Carolina): Mr. President, I move 
the nominations be closed and the Secretary be instructed to cast the unani- 
mous ballot in favor of Commissioner Fishback. 


DEPUTY COMMISSIONER GOUGH: I second the motion. 

PRESIDENT LIVINGSTON: You have all head the motion. All those in 
favor, signify by saying “Aye.” Opposed, “No.” The motion is carried. 

SECRETARY READ: I take great pleasure in casting the unanimous vote 
of this Convention for Hon. H. O. Fishback as one member of our Executive 
Committee for the ensuing year. 


PRESIDENT LIVINGSTON: We will have a fine list of talks when we 
get through. You can all be thinking about what you are going to say. Nomi- 
nations are in order for the second member of the Committee. 


DEPUTY COMMISSIONER GOUGH: Mr. President, I place in nomina- 
tion the six present members of the Executive Committee and move that they 
be voted on collectively. y - 

The motion was seconded. 

PRESIDENT LIVINGSTON: You have heard the motion that the present 
membership be retained. You make the motion for the five? 

COMMISSIONER GOUGH: For the five, yes. 

PRESIDENT LIVINGSTON: You have heard the nomination of these 
five, Harry W. Hanson, Geo. S. Van Schaick, S. A. Olsness, Robert C. Clark, 
and Theodore Thulemeyer. Are there any other nominations? 

SUPERINTENDENT THOMPSON: Mr. Chairman, I would like to place 
our smooth and distinguished friend from Connecticut in nomination for 
this Committee, Mr. Dunham. 

COMMISSIONER DUNHAM: Mr. President, I respectfully decline, do not 
wish to accept the nomination, because I have so many duties to perform this 
coming year. Thank you for the nomination, however. 

PRESIDENT LIVINGSTON: These five men have been nominated. 

SUPERINTENDENT HANSON: Mr. President, I would like to withdraw 
my name from nomination for that Committee, for the reason that I have 
served and there are other men you should take this time. I withdraw the 
name of Harry W. Hanson from the list. 

PRESIDENT LIVINGSTON: Would it be out of order to elect these five 
and then proceed to the election of the other one? We are voting on these 
names: Harry W. Hanson, Geo. S. Van Schaick, S. A. Olsness, Robert C, 
Clark, and Theodore Thulemeyer. ’ 

SUPERINTENDENT HANSON: Will you please grant that request, Mr. 
President. — 

PRESIDENT LIVINGSTON: Mr. Hanson has withdrawn his name, leaving 
four names, Van Schaick, Olsness, Clark and Thulemeyer. 

COMMISSIONER KNOTT: I move that we elect those four. 

COMMISSIONER BOWLES: I second the motion. 

PRESIDENT LIVINGSTON: All in favor of the motion, signify by saying 
“Aye.” Contrary, ‘No.” It is carried, Mr. Secretary, will you cast the vote. 

SECRETARY READ: Acting on the instructions of the Convention, I hereby 
cast the unanimous vote for the following four Commissioners for membership 
on the Executive Committee for the coming year: Hon. G. S. Van Schaick 
of New York; Hon. S. A, Olsness of North Dakota; Hon. Robert C. Clark of 
Vermont, and Hon. Theodore Thulemeyer of Wyoming. 

PRESIDENT LIVINGSTON: We have two more members to elect. Do 
I hear nominations? 

DEPUTY COMMISSIONER GOUGH: Mr. President, I place in nomina- 
tion fo? these two positions, Commissioners Kidd and DuLaney. 

SUPERINTENDENT THOMPSON: I second the motion. 

PRESIDENT LIVINGSTON: We have the nomination of John C. Kidd 
and A. D. DuLaney for these two members. 

DEPUTY COMMISSIONER GOUGH: I move the nominations be closed 
and the Secretary cast the unanimous ballot of the Convention for these 
two men. 

SUPERINTENDENT HANSON: I second the motion. 

PRESIDENT LIVINGSTON: You have heard the. motion. All those in 
favor, signify by saying “Aye.” Opposed, “No.” It is carried, The Secretary 
will cast the ballot. 

SECRETARY READ: Acting on instructions, I hereby cast the unanimous 
ballot of this Convention for Hon. John C, Kidd of Indiana and Hon. A. D. 
BuLaney of Arkansas to become members of the Executive Committee for 
the ensuing year. 

PRESIDENT LIVINGSTON: That closes the election of officers and now 
I am going to call the President to the Chair and have him address you and 
continue in the Chair, having finished my work. I want to tell you that I 
have enjoyed it, I have appreciated your support and, more than all, I 
appreciate your friendship. (Applause.) 

President-elect W. A. Tarver assumed the Chair. 

COMMISSIONER LIVINGSTON: Mr. Tarver, congratulations. 

I introduce to you your new President, W. A. Tarver, Commissioner of In- 

surance of Texas, and I wish you and this Convention a splendid year and 
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that the same harmony that we have had this last year may be continued 
through, which I know it will with you as President, Mr. Tarver. (Applause.) 


Address of President Tarver 


PRESIDENT TARVER: Mr. Chairman and gentlemen of the Convention :— 
We have had a good many speeches during the Convention. I imagine that 
you are minded to bring these proceedings to as rapid a close as may 
orderly be done, and it shall not be my purpose to trespass upon your time 
now for any extended remarks. I could not, however, allow the opportunity 
to pass of saying just a brief word to you. 

A little more than three years ago, now, the brilliant young Governor of 
the State of Texas, my loved friend, Dan Moody, called me by long distance 
telephone and told me that the Hon. R. B. Cousins Jr.—who is also my 
loved friend, than whom no man ever had a predecessor in office who had 
rendered more indescribable acts of loyalty and of friendship than I have 
enjoyed at the hands of R. B. Cousins Jr—as I say, he told me that Mr. 
Cousins was vacating the office of Chairman of the Board of Insurance Com- 
missioners of the Sate of Texas and asked me if I would consider accepting 
the position. I was living in a country town, enjoying a rather comfortable 
country law practice. This suggested a complete change in my activities 
and brought on serious food for thought. 

After a visit to the capital and after due consideration, I concluded to 
accept the position. I knew nothing of the office except in a very general 
sort of a way. I had no acquaintance with the details of its administration, 
and little did I dream, when I accepted that honor at the hands of our 
distinguished Governor, that it was going to bring into my life the brightest 
and happiest pages of my years. The association with the members of this 
Convention, its comradeship, its fellowship, its deep strains of love and de- 
votion, together with the serious work that they are privileged to do together 
and in which I have been privileged to have a part during these more than 
three years, constitute, as I say, the brightest page in my day’s work. 

And at the conclusion of this Convention held here in our Lone Star State, 
the State of my adoption, having come, as has already been indicated to 
this Convention, as a 17-year old boy from the State of my nativity, Mississippi, 
it fills my heart with gratitude beyond any power of expression in me, this 
honor that I have received this day at the hands of my brethen, for whom 
I feel a deep and abiding affection. And, as the years shall come and go 
and as the exigencies of change shall bring changes into plans and perhaps 
the work of many of us, I shall carry with me on through the days that 
are to come, in whatsoever activities may be mine to continue, happy memories 
of these associations and of this blessed hour when, at your hands, I have 
received the greatest honor of my life. 

Brethren, you have my deep and affectionate appreciation of this tribute 
at your hands and I thank you. (Applause.) 

I believe the next in order will be the escorting of your new First Vice 
President to the front, that he may extend to you the greetings which I 
know he feels deep in his heart. I am going to ask Commissioner Dunham 
of Connecticut and the blessed dean of our Convention, Commissioner Fish- 
back of Washington, to escort the new Vice President to the front, in order 
that you may have a word from him. 

Applause as Commissioners Fishback and Dunham escorted First Vice Presi- 
dent-elect Garfield W. Brown to the platform. 

Gentlemen, I take very great joy in presenting to you my fellow Com- 
missioner and loved friend whom you have this day named as your First 
pio — the Hon. Garfield Brown of the great State of Minnesota. 

pplause. 


Greetings From Other Officers 


VICE PRESIDENT BROWN: Mr. President and gentlemen:— I have 
already committed myself to the proposition that it requires more temerity 
than I possess to attempt to deliver an oration or a spech after listening to 
one of our Southern orators. Now, no organization such as this needs more 
than one chaplain, one sergeant-at-arms, or one official orator. You have 
already heard our official orator and, while I would like to express to you, 
in the same language he has used, the appreciation which I feel for the 
honor that you have bestowed upon me, I am not going to attempt to do so. 
I will simply say, gentlemen, that I do appreciate more than I can tell you 
this great honor of being elected Vice President of the Commissioner’s Con- 
vention, Thank you. (Applause.) 


PRESIDENT TARVER: Mr. Thompson, will you kindly escort the Hon. 
Dan C. Boney to the front, that we may hear from him, as the newly elected 
Second Vice President. 


Applause as Superintendent Thompson escorted Second Vice President-elect 
Dan C. Boney to the front. 

Gentlemen of the Convention, your new Second Vice President, the Hon. 
Dan C. Boney of North Carolina, our retiring Chairman of the Executive 
Committee. (Applause.) 

VICE PRESIDENT BONEY: Ladies and gentlemen of the Convention:— 
I merely wish to express to you my sincere appreciation for the honor that 
you have seen fit to bestow upon me. (Applause.) 

PRESIDENT TARVER: During the proceedings of ‘these various sessions 
of our Convention, it becomes necessary, in the midst of other things, that 
somebody do a little work along the line. I have great pleasure in presenting 
to you your newly elected and recommissioned efficient Secretary, the Hon. 
Jess G. Read, Commissioner of Insurance of the State of Oklahoma. (Applause.) 

SECRETARY READ: Members of the Convention:—You have my very 
deep thanks for this honor. The Secretary is supposed to do a little work 
and very little talking and, if you will just accept my thanks, I will resume 
my seat. Thank you. (Applause.) 

PRESIDENT TARVER: I am going-to ask the Secretary now to read the 
names of the newly-elected members of your Executive Committee, in order 
that they may come up and express their appreciation. 

SUPERINTENDENT VAN SCHAICK: Let me make a motion, Mr. Pres- 
— wae the newly-elected Chairman of the Executive Committee speak 
‘or * 

PRESIDENT TARVER: Very good. I thought maybe they might want to 
look them over. You have heard the motion. Is there a second? 

COMMISSIONER LIVINGSTON: I second the motion. 

PRESIDENT TARVER: “Those favoring the motion will make it known 
by saying “Aye.” Opposed, “No.” It is carried and the new Chairman will 
come forward and present to this Convention his expressions on behalf of 
the entire newly-elected Executive Committee. I present the Hon. Joseph B. 
Thompson of Missouri. (Applause.) : 

SUPERINTENDENT THOMPSON: Mr. President and fellow Commissioners 
and friends of the Convention:—It ought to be quite easy for me to say 
a few words if I could only remember what has been said before I got here. 
. Several very eloquent expressions of appreciation for the confidence which 
you have imposed in the new officers have already been delivered. I am very 
happy to serve in the position of Chairman of your Executive Committee and 
to do all I can for the welfare of this Convention. I do not feel competent 
nor qualified, nor do I feel it is entirely proper for me to speak for all of 
them, but, to save time, I will do my best in that respect by suggesting, Mr. 
Chairman, that you call the names and have the various members stand 
where they are, so we can see who they are. 

PRESIDENT TARVER: I will ask the Secretary to kindly do that. 

SECRETARY. READ! Commissioner Thompson, Chairman. Commissioner 
Fishback. (Applause.) Commissioner Van Schaick. (Applause.) Commissioner 
Olsness. (Absent.) Commissioner Clark. (Absent.) Commissioner Thulemeyer. 
(Absent.) Commissioner Kidd of Indiana. (Applause.) Commissioner DuLaney 
of Arkansas. (Applause.) 

SUPERINTENDENT THOMPSON: Friends of the Convention, you can easily 
see now why I am really gratified to.serve as Chairman of that Committee, 
with that fine bunch of men to work with, and I am very happy to be on 
the Committee as their Chairman, I thank you. 

PRESIDENT TARVER: Gentlemen of the Convention, I believe that brings 
us to a conclusion so far as the program is concerned. What is the further 
wish of the Convention? 

COMMISSIONER BONEY: Mr. President, as past Chairman of the Execu- 
tive Committee, I wish to report to the Convention that the Executive Com- 
mittee met this morning and selected ‘New York as the place of meeting for 
the December session, selecting the Pennsylvania Hotel, and the dates, Tuesday 
and Wednesday, December 6 and 7. 

PRESIDENT TARVER: You have heard the announcement of the December 
meeting. Is there anything further to come before the Convention? 

SUPERINTENDENT VAN SCHAICK: Mr. President, it would seem that 
we should not adjourn without noting in the minutes the very deep appre- 
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ciation of the Convention for the labors of our retiring Presidént, Mr. Charles 

D. Livingston. Certainly, no one has ever had to preside over this Con- 

vention in more trying times. He has done so with great ability, with great 

fairness, and he has endeared himself to every man in the Convention. I 

move that this Conventiorf express to our retiring President the keen appre- 

ciation of our affection and our thanks for his many labors. (Applause.) 
The motion was seconded by several. 


COMMISSIONER FISHBACK: May I have the honor of seconding that 
motion? No one knows the kindnesses that I have received from our good 
friend, Mr. Livingston, during the whole year, and I have learned to love 
him as a brother, or as a son. : 

COMMISSIONER DuLANEY: I wish to also add my second to the Com- 
missioner’s motion. I have been in very close touch with all the officers 
during these trying times and know the splendid work they have rendered. 
I would like to also include in that resolution our thanks and appreciation 
to all the other officers of the Convention, if Mr. Van Schaick will accept that. 

SUPERINTENDENT VAN SCHAICK: That amendment is acceptable. 


PRESIDENT TARVER: Are there further suggestions with reference to 
the motion? 

SUPERINTENDENT THOMPSON: Mr. Chairman, would it make this a 
little more impressive by taking action on this motion by a rising vote? 

PRESIDENT TARVER: I had that in mind, Mr. Thompson. Are there 
further suggestions? If not, if you are minded to adopt this resolution, I 
shall ask you to manifest your favorable attitude by rising. (Applause as 
all stand.) 

What is the further pleasure of the Convention? 

COMMISSIONER KIDD (Indiana): Mr. Chairman, do we have an executive 
session after the close of this session? 


PRESIDENT TARVER: I take it if there are matters to be brought before 
the Convention that it is desired should be heard in executive session, one 
will be held. 

COMMISSIONER KIDD: Well, unfortunately, at the time I did not get 
here to make a report for the Committee on Reserves other than Life. I 
have a report which I think should go in the record. I can present it 
now or present it at an executive session later. 

PRESIDENT TARVER: I take it the report will be in order now, Com- 
missioner Kidd. 


Unearned Premium Reserve Requirements 


COMMISSIONER KIDD: All right, I shall be glad to present it now. 

Pursuant to the action taken at the Chicago meeting in which the question 
of a change in reserves required of fire and casualty companies was referred 
to a Sub-committee of the Committee on Reserves, other than Life, the 
Chairman appointed Messrs. Clark of Iowa and Hanson of Illinois to act 
with him. 

The matters discussed and advanced for consideration were-limited to the 
unearned premium reserve, and your Committee understood and acted within 
that limitation. Numerous suggestion have been advanced to and considered 
by us in respect of proposed changes. In the main, these suggestions all 
had for their purpose the lessening of the reserve requirements. 

The arguments in support of this were based on the assumption that the 
amount of the reserve is greater than would be necessary to serve the purpose 
of providing a sum sufficient to reinsure outstanding contracts in the event 
of necessity, and that the return to each and every policyholder of the un- 
earned premium that might be due to him upon cancellation is so remote 
as to preclude it from serious consideration. 

Your Committee is not inclined to dispute the soundness of this argument 
but, after careful consideration, it is our deliberate opinion that it is the 
primary purpose of this reserve, although measured as it is by the premiums 
outstanding, to safeguard as abundantly as possible against insolvency. This 
is effected by creating a statutory capital deficiency in the event of a material 
diminution of the the admitted assets over liabilities and, after setting up 
the reserve if impairment results, it acts to compel the discontinuance of 
the issuance of policies during the time of such impairment. 


Consideration of the subject has not resulted in anything which would 

justify us in recommending any change which might affect such safeguards. 
(Signed) Harry W. Hanson, E. W. Clark, John C. Kidd, Chairman. 

I move, Mr. President, the adoption of this report. 

SUPERINTENDENT HANSON: I second the motion. 

PRESIDENT TARVER: You have heard the motion for the adoption of 
the report. It has been seconded. Is there a discussion? If not, those favor- 
ing the adoption of the report will make it known by saying “Aye.” Opposed, 
“No.” The report is adopted. 

COMMISSIONER KIDD: Now, Mr. Chairman, just one more thing, please. 
I would like to see immediately after the close of the Convention, just for 
not to exceed three minutes, Commissioners Brown of Minnesota, Read of 
Oklahoma, Clark of Iowa, Livingston of Michigan, and DuLaney of Arkansas. 

PRESIDENT TARVER: You have heard the request, gentlemen. 

What is the further pleasure of the Convention? 


COMMISSIONER LIVINGSTON: I move we adjourn to meet in New York 
on December 6 and 7. 

COMMISSIONER DUNHAM: I second the motion. 

COMMISSIONER RAYMOND S. MAUK (Texas): Mr. President, may I 
have one minute, please? Gentlemen of the Convention and guests, I want 
the privilege of presenting to the Convention and the guests the hostess of 
th Convention and the new First Lady of the Convention, Mrs. W. A. Tarver. 
(Applause as all stand.) 

PRESIDENT TARVER: If you will indulge the Chair just one moment, 
there is just one little act that I want to perform before we adjourn. I am 
going to ask Mr. Cousins, Mr. B. Workington, Commissioner Mauk and Com- 
missioner Pope, Mrs. Pope, Mrs. Roshel, to please come forward for just a 
moment; also Mrs.—you know who I'm talking about,—Mr. Tabb also, and 
Mr. Roshel. I am very sorry there is one absentee in this party and that 
is the petite and charming wife of Commissioner Raymond S. Mauk, the 
Fire Insurance Commissioner of Texas. I want my wife to be in this picture 
also; I would like for her to come up front. (Applause as they all come to 
the front.) 

I wanted the privilege of presenting to you this group, my associates on 
the Board, Judge W. S. Pope, Casualty Insurance Commissioner; and Raymond 
S. Mauk, the Fire Insurance Commissioner, my associate hosts to this Con- 
vention; and Hon. R. B. Cousins, the Chairman, on whose’ shoulders has 
rested very largely the heavy responsibility of making the arrangements 
for the Convention; and Mr. B. Workington, a citizen of ‘Fexas: for a long 
time associated with the Insurance Department, who has worked indefatigably 
to bring about the success of this meeting, particularly. here in Galveston; 
Mr. Roshel is the Deputy Insurance Commissioner; Mr. Tabb is in the Casualty 
Department; and Mrs. Burt is also associated with us in the, Casualty, De- 
partment; Mrs. Roshel is here with her husband. Whatever of success our 
Convention may have had in the way of making you happy and comfortable, 
I wish to express my appreciation to these and I know you join with me in 
a tribute of recognition for their service in our behalf. I thank you. ‘Applause 
as they stand.) oa 

A motion has been made that we stand adjourned to reconvene in the 
City of New York at the Pennsylvania Hotel on the 6th day of December, 1932. 
The motion has been seconded. Is there a discussion? If not, those favoring 
the adoptien of the motion will make it known by saying “Aye.” Opposed, 
“No.” I declare the Convention adjourned. 

Final adjournment of the 63rd Annual National Convention of Insurance 
Commissioners was taken at 3:20 p. m. 
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Keep the Pendulum 
of Auto Accidents 


rom Upward Swing 


. RESOLVED, That the Insurance Commis- 
sioners Convention in session at their annual meet- 
ing in Portland, Ore., go on record as endorsing the 
assistance now being given by many insurance 
organizations and companies in the promotion of 
highway safety, and that the Convention commend 
such activities as well as the promotion of safet y by 
our government officials, either St:‘e or National, 
and that it be the sense of the Convention that 
greater activity is still needed in the interest of | 
automobile accident prevention if any appreciable 
reduction is to be made in the loss of life and limb, 
and be it further 


RESOLVED, That the Commissioners 
assembled in Convention encourage the insurance 
companies and the agents affected by the automo- 
bile accident situation to still further expand both 
their individual and collective efforts to the end 
that lives may be safeguarded and that our streets 
will become far more safe for the use of both drivers 
and pedestrians. 


Part of Resolution submitted by Commis- 
sioner Howard P. Dunham (Connecticut) 
and adopted by National Convention of 
Insurance Commissioners at its Sixty-See- 
ond Annual Meeting in Portland, Oregon. 
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During this past year the interest of the American 
public has quickened to the great need for the con- 
siderate use of the streets and highways by drivers 
and pedestrians alike. Many have been the groups 
of individuals and organizations that have given 
their influence to the conservation of life and limb, 
so “that our streets will become far more safe for the 
use of both drivers and pedestrians.” 


To the challenge of the Commissioners of Insur- 
ance assembled in Annual Convention at Portland, 
Ore., the insurance business has responded. ‘That 
it fully recognizes the fact that the good fight has 
only begun is indicated by the plans being initiated 
by companies and their representatives. 


Knowing that life can be safeguarded on our 
streets and highways only through a concert of action 
on the part of all the public, the insurance business 
should be found rightfully in the vanguard of a 
national movement to advance the cause of street 
and highway safety. The challenge to the insurance 
business to take an active-and an effective part in the 
solution of the automobile accident problem is even 
more pertinent now than ever before. 


It is too early to determine the effect of a lessened 
use of automobiles this year on the rate of deaths 
from automobile accidents. But with an appreciable 
reduction of fatalities apparent this year, the objec- 
tive of everyone should be to make certain that the 
pendulum of deaths shall never swing upward again. 
To effect a permanent saving of lives requires an 
incessant attack. ‘That is both an opportunity and a 
duty worthy of the insurance business. 


THE TRAVELERS 


The Travelers Insurance Company The Trave'ers Indemnity Company 
The Travelers Fire Insurance Company 


HARTFORD » » . CONNECTICUT 


Among highway safety activities of The Trave'ers this year have been: (1) 
Distribution of 150,000 copies of large edition of ““Tremendous Trifles” and 
more than 1,200,000 of small edition to motorists. (2) Distribution of 
30,000 copies of “Community Safety” booklet. (3) Presentation of specia! 
series of talks by prominent authorities and a weekly news bulletin over 
50,000-watt radio station. (4) Distribution of thousands of automobile 
accident prevention safety posters. (5) Continued use of portfolio-ease! of 
charts in connection with talks by Company representatives and many others 
before hundreds of audiences. (6) Use of sets of lantern slides in connection 
with talks before large gatherings. (7) Preparation and distribution of # 
series of “four-minute” talks for use in local campaigns. 


RepesonssuxsscscunnssogponnnssnannnssssssnsatnncnznsnsnasassnscsseennsagassnsssAskcuk 4810 nKn UHH HAASASALASAAMSD ate egH ALLARD ULM ageeanvafbeanacenggyesexoaususussagseasegustazesncgeooocouuesceocouovevesssstenceesecececonuossssssssceeseecescossssesssssoneseeennsenecossouosessesesteasecnasiy 


4 








4 


i 


a 








Officers 





of the 


NATIONAL CONVENTION OF 
INSURANCE COMMISSIONERS 


1931-1932 


PROOORE Ta es ST Tse ces Charles D. Livingston, Michigan 
First Vice-President .......... William A. Tarver, Texas 
Second Vice-President ......... Garfield W. Brown, Minnesota 


Secretary-Treasurer .......... Jess G. Read, Oklahoma 














Executive Committee 


Dan C. Boney, North Carolina, Chairman 
J. B. Thompson 


Theodore Thulemeyer 
Harry W. Hanson 
Mi NE SS cise vk bg meh dao nae Ra WE oe North Dakota 


eee eee mere eee eee eres eee eeeee 


And the Officers 


1932-1933 


SOND es lafe wilt k aig a hone She William A. Tarver, Texas 


First Vice-President ............ Garfield W. Brown, Minnesota 
Second Vice-President 














skins ob a p ee Dan C. Boney, North Carolina 
Secretary-Treasurer .....ees000% Jess G. Read, Oklahoma 


Executive Committee 


J. B. Thompson, Missouri, Chairman 







Theodore Thulemeyer......... itenendaanas eeenws Wyoming 
Robert C. Clark....... oe ccereccces me re Vermont 
H. O., Fishback ....... 6654 d.0-6 006.00 60666 60.00 +s 4 
S. A. Olaness. ... 0.0.00: occcccccceceeces come cs lortn. Dakota 
George S. Van Schaick..... ec ecesscccveseseccecs NCW ROK 
John C. Kidd:...... evevece bis weeds wa hebe0cses eek s Tae 


Bs BRN 0 8 Fhe bls 65 Hoe oc caw eécccccoses se cArmansas 








3 
s 
3 
2 
2 
= 
z 
> 
2 
2 
$ 
> 
fi 
= E 
i aiesiiiiiaiaaanai t Ot hm CUT A enened Tate eeeee aNedCVELNENECDDOneeeTeNNtanenedenceeeecuccenesnnegereenceseeenentcnsneeteds: aenesecaneeneanenst 


| 


Mr 


AaMsaseneenannnenenoennl 


DORDLOLDADULEOEORUApOAOSARAS EU RAEN RUaAS 


re CC 


AAA UAAAASAAS AAMAS AAS AAAS LO EEE 
ULL AAAAAAAALASALA LAM AMAA 
eCUeUEOOGOTROAEAGOUAEESNDAGDOTHOEADGRAOSEOSEEEEDLDED ERD SERA ADEODEDES DEOtS LbebNbs Ab asd| ALAA ASAAEAOSAASANACASDAASESSUADUDAAARAAREAAASGQIALAOFULADONEOOLAURDONUODOGOLEULAAROLODIODAGOUUNDSCLOS LASAALBUtDASAAAAMAAIALASSO AAA LMAMAALALS AMAA i 























Company 





One of the most important 
tasks it can perform for you is 


in the matter of ANNUITIES. 


An Annuity is a contract to 
pay you a definite-sum every 
month or year, beginning at a 
given date and continuing as 
long as you live. 


Make Good Use of 


Your Life Insurance | § 7 oY 





No investment problems. 


Payments are sure and lasting. 


If you have funds for safe 
keeping now, purchase in one 
sum. Or use our latest Re- 
tirement Annuity Policy and 
spread your payments to suit 
your desires. 


TAKE NO CHANCE WITH OLD AGE 


Ask for Our Booklet Today 


The Prudentidl Insurance Company of America 





Edward D. Duffield, President 
ee 
T HE sharing of 
4 risk and the elimi- 
% 


nation of loss are the 
outstanding missions 
of insurance. All 
forms render the same fun- 
damental service---the safe- 
guarding of property the in- 
demnification of loss, and the 
distribution of the cost of risk- 











THE ETNA CASUALTY & SURETY COMPANY ... 
THE STANDARD FIRE INSURANCE COMPANY OF HARTFORD, CONNECTICUT 


Home Office, Newark, N. J. 


RISK DIVIDED IS RISK DIMINISHED 


bearing. The many 
can withstand those 
losses which would 
fall with crushing 
force upon the few... 
Through the great Atna 
resources, you may join with 
the great strength of many 
against virtually every dan- 
ger that may come in this 
complex present-day life. 


The tna Life Insurance Company wal Affiliated Companies 


THE AUTOMOBLIE INSURANCE COMPANY. 




















Constitution 


of the 


National Convention 


of Insurance Commissioners | 


As Adopted 1894, With Amendments 


ARTICLE 1. This association shall be 
known as the National Convention of 
Insurance Commissioners. 


ARTICLE 2. Its membership shall con- 
sist of the Commissioner, Superintend- 
ent, or other official who by law is given 
charge of insurance matters in each 
State and Territory:-Provided, however, 
That such official may delegate as his 
representative any person officially con- 
nected with his department who is 
wholly or principally employed by said 
departmenf, and who is a legal resident 
of the State wherein the department is 
located. (As amended by Thirty-second 
Convention in*1901.) 


ARTICLE 3. No person having any con- 
nection with an insurance company, ex- 
cept as a policyholder, shall be a member 
of this association. (As amended by 
Thirty-second Convention of 1901.) 


ARTICLE 4. The officers of the Conven- 
tion shall be a President, a First Vice- 
President, a Second Vice-President, and 
a Secretary-Treasurer, and an Executive 
Committee consisting of seven members 
and the above-named officers, all of whom 
shall -be elected by ballot at the annual 
meeting. (As amended by Thirty-third 
Convention in 1902, Forty-first Conven- 
tion in 1910, Forty-third.Convention in 
1912, and Forty-ninth Convention in 
1918.) 


ARTICLE 5. The duties of the several 
officers shall be such as usually devolve 
upon those holding like positions. The 
Executive Committee shall make ar- 
rangements for the annual meeting, and 
in case of a vacancy in any of the offices, 
fill the same until the next annual meet- 
ing 


ARTICLE 6. The annual meeting shall 
be held at such time and place as may be 


designated by the Executive Committee. 
(As amended at Chicago, April, 1912.) 


ARTICLE 7. As soon as convenient after 
the-annual. session the- President. shall 
appoint the members of such committees 
as may have been authorized by vote of 
the Convention, and the Secretary shall 
immediately notify each member of his 


appointment. The Standing. Committee 
on Blanks so appointed. shall hold its 
regular annual and other meetings at 
such time as to enable the committee to 
submit its annual report for the consid- 
eration of the Executive Committee: at 
its meeting next preceding the Conven- 
tion. Any action on the part of the 
Executive Committee relative to the re- 
port of the Committee on Blanks shall 
be binding upon the Convention. After 
such action it shall be the duty of, the 
Committee on Blanks to prepare blanks 
in accord with the report as accepted by 
the Executive Committee and have them 
sent to all members of the Convention. 


(As amended by the Forty-second Con- 
vention, 1911.) 


ARTICLE 8. The Convention shall be 
governed by the ordinary rules of parlia- 
mentary practice. One or more of the 
sessions of each Convention shall be 
executive and shall be so announced in 
the program. (As amended by the 
Forty-first Convention, 1910.) 


ARTICLE 9. Commissioners or Super- 
intendents, or other officials in charge of 
insurance matters, who have been mem- 
bers of the Convention, may, upon retir- 
ing from office, be chosen honorary mem- 
bers, without the right to vote, by a two- 
thirds vote at any session. Any super- 
vising insurance official may, at any ses- 
sion, be elected an honorary member, by 
a similar vote, and all retiring. Presi- 
dents of the Convention shall be honor- 
ary members thereof. (As amended by 
the Convention of 1895.) 


ARTICLE 10. Communications to the 
Convention, verbal or written, shall .be 
heard by or referred to the appropriate 
committee, which shall thereafter report 
to the Convention. 


ARTICLE Tl. This Constitution may 
be amended, and any article therein may 
be suspended at any time by a unani- 
mous vote at any regular meeting or by 
a two-thirds vote of the members present 
and voting, notice thereof having been 
given at a previous session. 


ARTICLE 12. All previous Constitu- 
tions are hereby repealed. 
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The FIRST Law Is SECURITY 











TT first object of a life insurance increased. Neither war, nor plague nor panic 


company is safety ...so said the first has prevented the performance of its contracts. ; 
president of the Mutual Benefit. Throughout And in that constancy there is confidence that | 
the greater part of a century the Company's . members of the Company will continue to : 
directors and its officers have been guided by find safety in Mutual Benefit protection. New | 
that cardinal principal in the management of policies being issued daily are contractual : 
4 its affairs and in its method of operation. obligations and will further demonstrate. 
r The Mutual Benefit is justly proud of its the unchanging character of Mutual Benefit 3. 
record of stewardship, for funds entrusted security ... the first law of a life insurance® 
; to its care have been conserved ‘and wisely company is security. 





The MUTUAL BENEFIT 


LIFE INSURANCE COMPANY 


HOME OFFICE NEWARK, NEW JERSEY 
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